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PART I
DETERMINATIONS AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 701-TA-363-364 and 731-TA-711-717 (Final)

OIL COUNTRY TUBULAR GOODS (OCTG) FROM
ARGENTINA, AUSTRIA, ITALY, JAPAN, KOREA, MEXICO, AND SPAIN

Determinations

On the basis of the record' developed in the subject investigations, the Commission
determines, pursuant to sections 705(b) and 735(b} of the Tariff Act of 1930 (19 U.S.C.
§ 1671d(b) and 1673d(b), respectively), that an industry in the United States is materially
injured, or threatened with material injury, by reason of imports of OCTG? from the
following countries that have been found by the Department of Commerce (Commerce) to be
subsidized and/or sold in the United States at less than fair value (LTFV):

OCTG excluding

Country drill pipe' Drill pipe?
Argentina . . . . . 731-TA-T1P 731-TA-T11
ftaly ........ 701-TA-364* & 731-TA-T13* -

Japan ... ..... 731-TA-714° 731-TA-714
Korea ....... 731-TA-715° -

Mexico . ...... 731-TA-716* 731-TA-716

" These determinations are based on findings of material injury.

* These determinations are based on findings of threat of material injury (Chairman Watson
and Commissioner Crawford finding material injury).

* Chairman Watson and Commissioner Crawford dissenting.

¢ Chairman Watson, Vice Chairman Nuzum, and Commissioner Crawford dissenting. -

’ Chairman Watson dissenting.

The Commission further determines that an industry in the United States is not materially
injured or threatened with material injury, and that the establishment of an industry in the
United States is not materially retarded, by reason of imports of OCTG from the following
countries that have been found by Commerce t0 be subsidized and/or sold in the United
States at LTFV:

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19
CFR § 207.2(f)).

2 OCTG are hollow steel products of circular cross-section. These products include oil well casing,
tubing, and drili pipe, of iron (other than cast iron) or steel (both carbon &nd alloy), whether or not
conforming to API or non-API specifications, whether finished or unfinished (including green tubes
and limited service OCTG products). These investigations do not cover casing, tubing, or drill pipe
containing 10.5 percent or more of chromium. OCTG other than drill pipe are provided for in
subkeadings 7304.20 (excluding subheadings 7304.20.70 and 7304.20.80), 7305.20, and 7306.20 of
the Harmonized Tariff Schedule of the United States; drill pipe is provided for in subheadings
7304.20.70 and 7304.20.80.
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OCTG excluding

Country drill pipe Drijll pipe

Austria . . ... .. 701-TA-363' & 731-TA-712' 701-TA-363 & 731-TA-712
Italy ........ - 701-TA-364 & 731-TA-713
Korea ....... - 731-TA-715

Spain . ....... 731-TA-717 731-TA-717

" Commissioners Newquist and Bragg dissenting.

Background

The Commission instituted these investigations effective December 2, 1994; January 24,
1995; February 2, 1995; and June 20, 19935, following determinations by Commerce that
imports of OCTG from Austria and Italy were being subsidized within the meaning of section
703(b) of the Tariff Act of 1930 (19 U.S.C. § 1671b(b)) and that imports of OCTG from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain were being sold at LTFV within
the meaning of section 733(b) of the Tariff Act of 1930 (19 U.S.C. § 1673b(b)). The
petitions for these investigations were filed on June 30, 1994, prior to the effective date of
the Uruguay Round Agreements Act. Thus, these investigations were subject to the
substantive and procedural rules of the Tariff Act of 1930 as it existed prior to the Uruguay
Round Agreements Act?

Notices of the institution of the Commission’s investigations and of a public hearing to be
held in connection therewith was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the
notices in the Federal Register of January 12, 1995; February 23, 1995; and June 23, 1995,
(60 F.R. 2983; 60 F.R. 10107; and 60 F.R. 32708). The hearing was held in Washington,
DC, on June 27, 1995, and all persons who requested the opportunity were permitted to
appear in person or by counsel.

* See P.L. 103-465, approved December 8, 1994, 108 Stat. 4809, at § 291.
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VIEWS OF THE COMMISSION

Based on the record in these final investigations, we determine that an industry in the
United States is materially injured by reason of imports of oil country tubular goods
excluding drill pipe (also referred to herein as "casing and tubing”) from Argentina, Italy,
Japan, Korea, and Mexico that are sold in the United States at less than fair value
("LTFV").' > We also determine that an industry in the United States is materiaily injured by
reason of subsidized imports of casing and tubing from Italy. We find that an industry in the
United States is not materially injured or threatened with material injury by reason of imports
of casing and tubing from Austria and Spain that are sold at LTFV or subsidized.’

We further determine that an industry in the United States is threatened with material
injury by reason of imports of drill pipe from Argentina, Japan, and Mexico that are sold at
LTFV.* We determine that we would not have made an affirmative material injury
determination but for the suspension of liquidation. Finally, we unanimously determine that
an industry in the United States is neither materially injured nor threatened with material
injury 5by reason of LTFV or subsidized imports of drill pipe from Austria, Italy, Korea, or
Spain.”

1

Chairman Watson finds that an industry in the United States is not materially injured or
threatened with material injury by reason of imports of casing and tubing from Argentina, Austria,
Italy, Japan, Korea, Mexico, or Spain. Commissioner Crawford finds that an industry in the United
States is not materially injured or threatened with material injury by reason of imports of casing and
tubing from Argentina, Austria, Italy, Korea, Mexico, or Spain. Additionally, Commissioner
Crawford finds that an industry in the United States is materially injured by reason of imports of
casing and tubing from Japan. See Separate and Dissenting Views of Chairman Watson and Separate
and Dissenting Views of Commissioner Crawford. They join in these views in the discussion of like
product, domestic industries, condition of the industries, negligibility of casing and tnbing imports
from Austria and Spain, comulation of drill pipe imports, and negligibility of drill pipe imports from
Austria, Italy, Korea, and Spain.

?  Vice Chairman Nuzum finds that an industry in the United States is neither materially injured
nor threatened with material injury by reason of LTFV or subsidized imports of casing and tubing
from Italy. See Separate and Dissenting Views of Vice Chairman Nuzum.

* Commissioner Newquist and Commissioner Bragg find that an industry in the United States is
materiglly injured by reason of imports of casing and tubing from Austria and Spain, See Separate
and Dissenting Views of Commissioner Newquist and Separate and Dissenting Views of Commissioner
Bragg.

4

Chairman Watson and Commissioner Crawford find that an industry in the United States is
materially injured by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate
and Dissenting Views of Chairman Watson and Separate and Dissenting Views of Commissioner
Crawiford.

* Whether the establishment of an industry in the United States is materially retarded is not an
issue in these investigations.

The petition in these investigations was filed prior to the effective date of the Uruguay Round
Agreements Act ("URAA"). See P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, at § 291.
Thus, these investigations are conducted pursnant to substantive and procedural rules of the law as it
existed prior to the URAA. Accordingly, all references to the statute contained herein are to the
statute as it existed prior to the URAA.
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| LIKE PRODUCT

A.  In General

In determining whether an industry in the United States is materially injured by
reason of the subject imports, the Commission must first define the "like product” and the
"industry.” Section 771(4)(A) of the Tariff Act of 1930 (the "Act") defines the relevant
industry as the "domestic producers as a whole of a like product, or those producers whose
collective output of the like product constitutes a major proportion of the total domestic
production of that product.” In turn, the Act defines "like product” as a "product which is
like, or in the absence of like, most similar in characteristics and uses with, the article
subject to an investigation."’

The Commission’s decision regarding the appropriate like product(s) in an
investigation is essentially a factual determination, and the Commission applies the statutory
standard of "like or most similar in characteristics and uses” on a case-by-case basis.* No
single factor is dispositive, and the Commission may consider other factors it deems relevant
based upon the facts of a particular investigation. Generally, the Commission requires clear
dividing lines among possible like products and disregards minor variations.” While the
Commission must accept the determination of the Department of Commerce ("Commerce")
as to which imported merchandise is within the class or kind of merchandise sold at less than
fair value, the Commission determines what domestic product or products is or are like the
imported articles identified by Commerce."

The imported products subject to these investigations consist of:

{H}ollow steel products of circular cross-section, including oi}
well casing, tubing, and drill pipe, of iron (other than cast
iron) or steel (both carbon and alioy), whether seamless or
welded, whether or not conforming to American Petroleum
Institute ("API") or non-API specifications, whether finished
or unfinished (including green tubes and limited service

¢ 19 U.S.C. § 1677(4)(A).
? 19 U.S.C. § 1677(10).

' See, e.g., Nippon Steel Corp. v. United States, Slip Op. 95-57, at 11 (Ct. Int'l Trade Apr. 3,
1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’]l Trade 1990), aff'd, 938
F.2d 1278 (Fed. Cir. 1991) ("{E}very like product determination *must be based on the particular
record at issue’ and the 'unique facts of each case.’”). In analyzing like product issues, the
Commission generally considers six factors, including: (1) physical characteristics and uses; (2)
interchangeability; (3) channels of distribution; (4) customer and producer perceptions; (5) common
manufacturing facilities and production employees; and (6) where appropriate, price. See Aramide
Maatschappij V.O.F. v. United States, Slip Op. 95-113, at 4 (Ct. Int'] Trade June 19, 1995);
Calabrian Corp. v. United States, 794 F. Supp. 377, 382 n.4 (Ct. Int'] Trade 1992).

°® Torrngton Co. v. United States, 747 F. Supp. at 748-49.

See, e.2., Algoma Steel Corp. v. United States, 688 F. Supp. 639, 644 (Ct. Int’] Trade 1988)
("ITC does not look behind ITA’s determination, but accepts ITA’s determination as to which
merchandise is in the class of merchandise sold at LTFV"), aff’d, 865 F.2d 240 (Fed. Cir. 1989);

Torrington Co. v, United States, 747 F. Supp. at 748.

0
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OCTG products). This scope does not cover casing, tubing,
or drill pipe containing 10.5 percent or more of chromium."

In the preliminary investigations we found one like product consisting of all oil
country tubular goods ("OCTG").” We indicated in our opinion that in any final
investigations we would revisit the issue of whether drill pipe should be considered a separate
like product from casing and tubing. We find that the evidence on the record in these final
investigations warrants a finding that drill pipe is a separate like product from casing and
tubing. We do not find the evidence supports a finding that heavy-weight drill pipe is a
separate like product.

B. Whether Drill Pipe Should Be a Separate Like Product
from Casing and Tubing

Casing, tubing, and drill pipe are all used in the extraction of 0il or natural gas. In
the preliminary determinations we found casing, tubing, and drill pipe to be one like product
due to their overlapping physical characteristics, sales through same channels of distribution,
and common manufacturing facilities and production employees.” In these final
investigations, respondents continue to argue that drill pipe is a separate like product;
petitioners argue that all OCTG should be considered one like product due to overlapping
physical characteristics, evidence of interchangeability, similar channels of distribution, and
common production facilities and employees.' We find that drill pipe is a separate like
product from casing and tubing due primarily to the distinctions of drill pipe in terms of
physical characteristics and end uses, and due to the lack of interchangeability between drill
pipe and casing or tubing.”*

One of the fundamental physical characteristics distinguishing drill pipe from casing
and tubing is the addition of a tool joint, which is welded onto the drill pipe during finishing
operations. The tool joint is a high-value, precision-engineered tool which is very different
from the thread-and-couple connections used to finish casing and tubing.' Even prior to
finishing, there are certain distinctions between drill pipe and other OCTG products: drill
pipe tends to be shorter and heavier than casing or tubing; most drill pipe is made of low
alloy steel, whereas casing and tubing are primarily made of carbon steel; and the average

" Final Determinations of Sales at Less Than Fair Value: Qil Country Tubular Goods From

Arpentina, Austria_Italy, Japan, Korea, Mexico, and Spain, 60 Fed. Reg. 33539 (June 28, 1995);
Final Affirmative Countervailing Duty Determination: Certain Qii Country Tubular Goods From
Austria_and Italy, 60 Fed. Reg. 33534, 33577 (June 28, 1999).

2 0i] Country Tubular Goods from Argentina, Austria, Italy. Japan Ko Mexico, and Spain,
Invs. Nos. 701-TA-363 and 364 and 731-TA-711-717 (Preliminary), USITC Pub. 2803 (Aug. 1994) at
I-7-8 (hereinafter "Preliminary Determination™).

¥ Preliminary Determination at I-7-8.

See generally Petitioners’ Prehearing Brief at 6-11.

We note that in previous OCTG investigations, even though the Commission found drill pipe to
be a separate like product, the Commission analyzed the drill pipe industry based on data for all
OCTG, pursuant to the product line provision (19 U.S.C. § 1677(4)(D)), because the industry was
unable to break out the data for drill pipe. In these investigations, there are adequate data on the drill
pipe industry (beginning with 1992 data) to make a determination on data specific to the drill pipe
industry. Tables A-2 and A-7, PR at A-7 and A-10; CR at A-7 and A-15.

¥ The changes in physical characteristics upon finishing are least pronounced in casing and most
pronounced in drill pipe. PR at II-11; CR at i-13.

14

15
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tensile 1s"trengt*.h specifications for unfinjshed drill pipe are higher than those for casing and
tubing.

While casing, tubing, and drill pipe form a single unit used in the extraction of oil or
natural gas, r.hey are individually designed to perform distinct functions. Drill pipe is a tool
which transmits power from ground level to rotate the drill bit at the end of the drill string.”
Because of drill pipe’s need to withstand the extreme pressure of drilling the well hole, the
tool joints which connect the drill pipe in the drill string reqmre much more strength and
endurance than the more basic couplmg connections of casing and tubing.” Casing’s function
is to line the interior of the well hole in order to provide a firm foundation for the dnll
string. - Casing can also be used as a surface pipe to conduct the recoverable oil or gas.”
Tubing’s function is to conduct the oil or gas from the subsurface to the surface.”

Although two U.S. mills reported that unfinished tubing can be used interchangeably
with unfinished drill pipe, there is very little evidence of purchasers actually using drill pipe
interchangeably with casing or tubing at the unfinished stage.” Once drill pipe is fitted with
a tool joint there appears to be a complete lack of interchangeability. In addition, customers
and even producers reported that they perceive drill pipe and other OCTG to be different
products, and that those products are interchangeable only to a limited degree.® All types of
OCTG are sold to distributors and end users, but distributors which purchase and resell
casing and tubing generally do not also sell drill pipe.”

Five out of 16 U.S. mills reported producing unfinished drill pipe in addition to other
OCTG. Only four, however, reported that the same equipment, machmery, and production
employees are used to make drill pipe and casing and/or tubing.® Virtually all producers of
OCTG reported that they can produce other non-OCTG products using the same facilities and

7

PR at 1I-7; CR at I-7. There is some overlap in the diameter, wall thickness, and lengths of
drill pipe and casing and tubing, PR at II-7; CR at I-7; Posthearing Brief of Mitsui Tubular Products
at 34,

The drill string is composed of drill pipe, drill collars, and the drill bit. The driil bit bores
through the earth. PR at [I-6 n.11 and 1I-7; CR at I-6 n.11 and I-7.

¥ Prehearing Brief on Behalf of Japanese Respondents NKK Steel Corp. and MC Tubular
Products, Inc. at 4-5.

¥ PR at [1-6; CR at I-6.
2 PR at 1I-7; CR at I-7.
Z PR at I1-8-9; CR at I-9.

B Of 27 distributors who responded to the question of whether drill pipe was interchangeable with
other OCTG, 6 responded that it could be in certain circumstances, but only two listed any specific
instances of such an occurrence. Petitioners argued in their posthearing brief that the question posed
in the purchaser questionnaires was ambiguous since it did not indicate whether the question on
interchangeability was directed at the finished or unfinished stage, Staff conducted follow-up
interviews which confirmed limited interchangeability among unfinished products and none among
finished products. PR at II-8-9 & nn.23 & 24; CR at I-9 & nn.23 & 24; Hearing Transcript (public
session) at 59; Posthearing Brief of NKK and MC Tubular at 2.

* PR atII-9 & n.25; CR at I-10 & n.25.

® PR at II-8; CR at I-8. The record indicates that certain processors of OCTG products can use
the same production facilities and processes to finish drill pipe as well as other OCTG products, See,
€.g., Petitioners’ Prehearing Brief at 7.
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employees (e.g., line pipe, standard pige, specialty tubing, structural tubing, piling pipe,
conduit hollows, and redraw hollows).

Petitioners concede that the price of finished drill pipe is generally higher than the
price of tubing and casing because of higher finishing costs. Data collected by the
Commission indicate that prices for unfinished drill pipe were generally in the same range as
prices for other unfinished OCTG, but prices for finished drill pipe were significantly higher
than prices for other finished OCTG.”

On balance, we find that the differences in physical characteristics of drill pipe and
other OCTG, the lack of interchangeability of drill pipe for casing or tubing, the different
customer and producer perceptions, and the difference in prices, support finding two like
products.

C. Whether Heavy-Weight Drill Pipe Should Be a Separate Like Product

Respondent Mitsui Tubular Products, Inc., argues that heavy-weight drill pipe
{("HWDP") is a separate like product from other types of drill pipe, i.e,, standard-weight drill
pipe ("SWDP").* We disagree.

We find that there are substantial similarities between HWDP and SWDP. HWDP
has the same general characteristics as SWDP, with the primary distinction being in the
thickness of the walls.” Both HWDP and SWDP are welded to tool joints, which we find to
be one of the essential distinguishing characteristics of drill pipe generally. Furthermore,
HWDP is used for the same purpose as SWDP, namely, as part of the drill string used to
rotate the drill bit.* Indeed, HWDP is used in the same drill string as SWDP. HWDP is
used in extreme drilling conditions, such as directional drilling or deep well drilling, just as
large diameter casing is used in deeper wells as part of a continuum of casing of different
sizes. HWDP and SWDP are sold through the same channels of distribution and *** *

Based on the foregoing, we find that HWDP is not a separate like product from other
types of drill pipe.

. M IC INDUSTRIES
A. In General
Section 771(4)(A) of the Act defines the relevant industry as the "domestic producers

as a whole of a like product, or those producers whose collective output of the like product
constitutes a major proportion of the total domestic production of that product . . . ."*¥ In

% PR at II-20; CR at I-25. Notably, none of the U.S. mills manufactures the tool joint or welds
the tool joint to the unfinished drill pipe. PR at II-8 n.18; CR at I-8 n.18. We also note that ##* g
major U.S, producer of unfinished dnill pipe, does not produce other OCTG. This producer’s share of
U.S. drill pipe production was *** percent in 1994, and its share of total U.S. OCTG production was
*&* percent in 1994. PR at [I-8 n.20; CR at I-8 n.20; Table 3, PR at II-17; CR at I-19.

PR at II-10; CR at I-12.

Posthearing Statement of Mitsui at 1 and 4.

PR at II-7; CR at I-7. HWDP also has a raised center. PR at II-11 n.30; CR at I-13 n.30.
PR at II-7; CR at 1-7.

* PR atI1-6-7 n.12; CR at I-6 n.12.

% PR at II-8 n.20 and II-9 1.25; CR at I-8 n.20 and [-10 n.25.

® 19 U.S.C. § 16TH(4)(A).
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defining the domestic industry, the Commission’s general practice has been to include in the
industry producers of all domestic production of the like product whether toll-produced,
captively consumed, or sold in the domestic merchant market.*

In light of our like product determination, we find that there are two domestic
industries consisting of (1) the domestic producers of OCTG excluding drill pipe (i.e.,
producers of casing and tubing) and (2) the domestic producers of drill pipe. In defining
each industry, we considered whether any finishers of the different types of OCTG should be
included within the respective industry definitions, and if so, which types of finishers.

B. Whether Finishers Are Members of the Domestic Industries

In the United States, finishing operations on all types of OCTG including drill pipe
are performed by U.S. m:lls, by firms that perform finishing activities under contract for a
set fee (toll producers),” and by finishers who purchase unfinished OCTG and resell the
finished product. The majomy of all non-mill finishers are toll producers, with the exceptlon
of drill pipe finishers,*

The Commission considers ﬁrms to be domestic producers based on their production-

related activity in the United States.” Petitioners argue that the finishers do not perform

sufficient production-related activities to qualify as part of the domestic industries.®
Respondents, on the other hand, argue that the Commission should include finishers in the
U.S. industries.”

According to the data collected in these final investigations, there is a very wide
range of finishing operations that can be performed depending on the form of product being
finished (i.e., casing and tubing, or drill pipe);” the product specification; the weight per

¥ See, e.g., United States Steel Group v. United States, 873 F. Supp. 673 (Ct. Int'l Trade 1994),
aff"d Certain Flat-Rolled Carbon Steel Products from Argentina et al., Invs. Nos. 701-TA-319-332,
334, 336-342, 344, and 347-353 & 731-TA-573-579, 581-592, 594-597, 599-609, and 612-619 {Final),
USITC Pub. 2664 (Aug. 1993), at 17; Aramid Fiber Formed of Para-Phenylene Terephthalamide from
the Netherlands, Inv. No. 731-TA-652 (Final), USITC Pub. 2783 (June 1994), at I-8 - 1-9, aff’d,
Aramide Maatschappij V.O.F. v. United States, Slip Op. 95-113 (Ct. of Int’l Trade June 19, 1995).

¥ The Commission has previously described toll arrangements as contracts under which a
customer delivers raw material to a toll producer, who then manufactures the product, and returns it to -
the customer for a fee. Typically, a toll producer never takes title to the raw or finished material.
The Commission has generally considered toll producers to be members of the domestic industry.
See, e.g., Ferrovanadium and Nitrided Vanadium from Russia, Inv. No. 731-TA-702 (Final), USITC
Pub. 2904 {June 1995).

* PR at 1I-17-18; CR at 1-20-22.

¥ The Commission examines six specific factors in this regard: (1) the extent and source of a
firm's capital investment; (2) the technical expertise involved in U.S. production activity; (3) the value
added to the product in the United States; (4) employment levels; (5) the quantities and types of parts
sourced in the United States; and (6) any other costs and activities in the United States leading to
production of the like product, including where production decisions are made. See, e.g.,
Ferrovanadium and Nitrided Vanadium from Russia, Inv. No. 731-TA-702 (Final), USITC Pub. 2904
(June 1995).

*®  Petitioners’ Posthearing Brief, Vol. II, at 53-56.

¥  See generally Respondents’ Joint Prehearing Brief at 63-68.

“  In general, casing is heat treated and then threaded and coupled; tubing is first upset, and then
heat treated and threaded and coupled; drill pipe is usually upset and heat treated and a tool joint is
ther: welded onto the drill pipe. PR at 1I-8 and 1I-11-12; CR at I-8 and I-13.
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piece of the unfinished product;” and any other requirements of the end user.® Finishers can
be divided into two groups: (1) processors and (2) threaders. Processors may perform a
range of finishing operations, including heat treatment, machining, and threading and
coupling.® Processors finish OCTG excluding drill pipe as well as drill pipe.* Threaders,
howeveé, only perform threading and/or coupling operations, and only for casing and

tubing.

We find that processors should be included in both the domestic casing and tubing
industry and in the domestic drill pipe industry, but those firms that only perform basic
threading and coupling operations should not.* “ Processors generally operate facilities
capable of heat treating full lengths of pipe and are able to conduct all required tests and
inspections.® The heat treatment and other operations performed by processors actually
alters the pipe’s microstructure or mechanical properties, and allows the processors to
determine the final grade of the pipe.® In addition, in the case of drill pipe, friction welding
- the process of welding the tool joint to the body of the pipe — requires dedicated
equipment and technical expertise which further precludes threaders from performing the
operation.® " In order to perform these operations, processors, especially drill pipe
processors, employ significant levels of expertise, including metallurgical and engineering
skills.

‘' The lower the weight per p;iece of unfinished OCTG, the higher the finishing value added will
~ be on a per-ton basis. PR at 1i-12; CR at I-13. _

? PR at 1I-12; CR at I-13.

€ PR at II-11 n.27; CR at I-12 n.27.

“ PR at II-17; CR at I-20.

€ Drill pipe does not undergo threading or coupling.

“  We pote, however, that inclusion of threaders in the casing and tubing industry data would not
have significantly altered that industry’s performance indicators. Thus, our determinations would not
change if threaders were inciuded in the industry data.

¥ Chairman Watson and Commissioner Crawford find that both processors and threaders should
be included within the domestic casing and tubing industry and thus do not join in the remainder of
this section, The value added by non-toll processors as well as threaders was significant, averaging
32.2 percent and 21.8 percent, respectively. PR at II-12; CR at I-14. Capital investment of threaders,
while lower than those for processors, was still significant at $*** to $***, PR at II-18; CR at I-22.
In addition, empioyment levels of threaders, while smaller than those for processors, were still
significant, ranging from 385 workers in 1992 to 399 workers in 1994. PR at II-18; CR at 1-23.

*  Specification for Drill Pipe, API Specification 5D, 3rd Ed., Aug. 1, 1992 at 23. We note that
there are two firms that we have included in the processors category which do not heat treat. These
firms, however, finish heavy-weight drill pipe which requires extensive machining. PR at 1I-11 n.27
and II-17 n.41; CR at I-12 n.27 and 1-20 n.41. ,

“  See, e.g., PR at 1I-11 n.30; CR at 1-13 n.30. Basic threaders, on the other hand, simply
operate threading machines but are not allowed to change or alter the markings on the pipe body, or
certify that the pipe body complies with any API specification. See API Specification for Casing and
Tubing, 4th Ed., Nov. 1992,

* PR at II-17-18; CR at 1-20-23,

**  Petitioners argue, and the record supports the fact, that finishers that are involved in simple
threading of OCTG and adding couplings generally require little expertise. Petitioners” Posthearing
Brief, Vol. Ii, at 55; PR at 1I-18; CR at I-22.

1-12



Processors of casing, tubing1 and drill pipe reported levels of capital investment
within the range of domestic mills.” The capital investment of threaders was genera]ly
lower.® The primary source of all finishers’ investment capital was bank financing.”

Consideration of the value added by casing and tubing finishers is less illuminating
than in other antidumping and countervailing duty investigations because value added cannot
be calculated for toll producers, and the majority of finishers for casing and tubing are toll
producers.* Value added, however, is more probative in the case of drill pipe processors
since none of the drill pipe processors produces on a toll basis. The value added to the
unfinished OCTG (casing, tubing, and drill pipe) and other raw materials ranges widely
depending on the type and level of finishing required. The average value added by
processors of casing and tubing was approximately 32.2 percent (excluding SG&A) The
average value added to unfinished drill pipe {and other raw materials) was higher.”

During the perlod of investigation, finishers reported aggregate employment levels
ranging from 1 271 in 1992 to a high of 1,589 in 1994. Processors represented over two-
thirds of this total.® During this same period, U.S. mills employed 2,286 in 1992, 3,143 in
1993, and 2,991 in 1994.% Employment by processors represented over one-fourth of total
U.S. industry employment.* U.S. dnll pipe processors’ employment levels exceeded
employment of U.S. drill plpe mills.*

Because processors invest a relatively substantial amount of capital in their finishing
operations (within the range of investment of some U.S. mills), exercise substantial technical

% Processors of casing and tubing reported capital investment ranging from $*** million to $***

million; drill pipe processors reported capital investment ranging from $*** million to $*** million.
The record indicates that capital investment of individual U.S. mills ranged from $*** million to $***
million (based on the book value of fixed assets). U.S. Producers’ Questionnaire Responses. Thus,
there is some overlap in investment levels of individual processors and U.S. mills, at Jeast at the low
end.

% Threaders’ capital investment ranged from $*** million to $*** million. PR at II-18; CR at I-
22 & n.43.

¥ PR at II-18; CR at I-22.

* PR at 1I-18; CR at [-20. Value added is calculated as a ratro of the conversion costs (labor and
factory overhead) over total cost of goods sold. Toll threaders and toll processors do not purchase
unfinished OCTG for their tolling operations. Thus, the calculations of value added presented in the
report are based on the costs of non-toll finishers. PR at 1I-12 & nn.31 & 32; CR at I-14 & nn.31 &
32.

*  If SG&A are included, the average value added is higher, 36.3 percent. PR at JI-12; CR at I-
14. Petitioners state that the value added from simple threading and coupling is small compared to the
value created in producing OCTG. Petitioners’ Posthearing Brief, Vol. II, at 55. Our data indicate
that threaders’ average value added was lower than processors (21.8 excluding SG&A costs and 29.2
percent including SG&A costs), but again we note that these figures may be less illuminating since
they are based on the operations of those threaders that purchased, rather than toll-produced,
unfinished OCTG. See PR at II-12; CR at 1-14.

' The average value added to unfinished drill pipe (and other raw materials) was *** percent
excluding SG&A and *** percent including SG&A. Questronnmre responses.

% PR at II-18; CR at [-23.
¥ Table 7, PR at 11-23; CR at 1-28.
“ PR at 1I-18; CR at [-23; Table A-4, PR at A-7: CR at A-13.

®  Drill pipe processors employed between *** o *** production and related workers between
1992 to interim 1995; compared with U.S. drill pipe mills which only employed *** to *** production
and related workers. Questionnaire responses.
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expertise, represent a significant level of overall employment of the industry, and add
substantial value to the end product, we include their operations in our consideration of the
domestic industries.® We were particularly persuaded to include drill pipe processors in the
domestic drill pipe industry because of the significant operations drill pipe processors
perform.® We note that none of the U.S. mills are capable of adding tool joints to drill
pipe; therefore, this significant finishing function is performed solely by drill pipe
processors.* © %

%  We note that finishers of OCTG acquire couplings, thread protectors, and tool joints in the
United States, in addition to the unfinished OCTG. PR at II-19; CR at ]-23.

€ PR at II-8 and 1I-11-12; CR at I-8 and I-13. As discussed earlier, a tool joint is & high-value,
precision-engineered tool and requires more extensive processing than required for casing and tubing.
® PR at Ii-8; CR at I-8.

©  The related parties provision, 19 U.S.C. § 1677(4)(B), allows the Commission to exclude a
domestic producer from the domestic industry for the purpose of making its injury determination if it
is either related to the exporters or importers of LTFV or subsidized merchandise, or is itself an
importer of that subject merchandise. None of the producers or processors we included in the
domestic industries imported subject imports or was related to exporters or importers of subject
merchandise. Petitioners raised a novel argument by claiming that those processors that primarily toil
finish subject imports should be excluded as related parties. Petitioners’ Posthearing Brief, Vol. II, at
52. We note that the related party provision has never been extended to include toll producers of
subject imports who are not otherwise related to exporters or importers or import subject merchandise
directly. The record indicates that only one processor, ***, processed significant quantities of subject
imports which it purchased from importers. Approximately *** percent of the OCTG toll produced by
*** was comprised of OCTG imports. PR at 1[-18; CR at I-21.

We do not find it necessary to determine whether toll producers who toll large volumes of
imports are subject to the related party provision for purposes of these investigations. *** comprised
only *** percent of all processing and only *** percent of total industry production of casing and
tubing. Thus, even if we had found *** to be a related party, we would not find that appropriate
circumstances exist to exclude it because of the small share of production *** represents and the fact
that inclusion or exclusion of *** data would not skew the overall industry results.

% In these investigations, Commissioner Bragg joins her colleagues in including processors in the
domestic industry based on their significant production-related activities, particularly in the case of drill
pipe. She notes, however, that the processors in these investigations are in a somewhat different
position than the domestic producers of OCTG as regards their vulnerability to unfair import
competition.

The processors are either toll processors, that charge their customers a fee for performing the
finishing work, or are independent processors who purchase unfinished OCTG and perform the
finishing operations, then sell the finished product. In either case, the value they add, and
consequently the profits they eamn, are insulated from the effect of subsidized or dumped imports in a
way that the operations of the domestic miils are not.

Commissioner Bragg does not believe that the statute or the record in these investigations
supports excluding the processors from the domestic industry. She does believe that it is appropriate
to take into account the greater vulnerability of the domestic mills to the effects of dumped or
subsidized imports in determining whether the domestic industry as a whole is experiencing material
injury by reason of subject imports. Thus, while she has looked at the data for the entire domestic
industry, she has placed particular emphasis on the condition of domestic mills in finding that subject
imports have materially injured the OCTG industries. She notes, however, that this emphasis did not
alter the outcome of her decisior with respect to either of the two domestic industries. Finally, her
decision to include processors in the domestic industry producing OCTG should not be construed as an
indication that in any future investigations she will automatically determine that processors are to be
included in the definition of the domestic industry. An analysis of the facts specific to each
mvestigation will govern their treatment of this issue.
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We decline to include threaders in the casing and tubing industry because of their
more limited levels of capital investment, lower levels of expertise, and lower levels of
employment.

LI CONDITION OF THE DOMESTIC INDUSTRIE§
A, In General

In assessing whether a domestic industry is materially injured by reason of LTFV or
subsidized imports, the Commission considers all relevant economic factors that bear on the
state of the industry in the United States.” These factors include output, sales, inventories,
capacity utilization, market share, employment, wages, productivity, profits, cash flow,
return on investment, ability to raise capital, and research and development. No single factor
is dispositive.

We are directed by the statute to consider all relevant factors "within the context of
the business cycle and conditions of competition™ that are distinctive to the OCTG
industries.® The parties have argued as to whether there is a business cycle that applies to
the OCTG industries and disagree as to whether the nature of the business cycle warrants an
analysis of the OCTG industries over a four-year period (1991-94), rather than the more
typical three-year period (1992-94). There is no evidence indicating that the OCTG business
cycle is different for drill pipe than for casing and tubing. Thus, our discussion of the
business cycie applies to both OCTG industries.

Respondents urged us to consider data for 1991 rather than 1992 as the starting point
in our analysis because 1992 was a low point in the cycle for the overall OCTG "industry."®
Petitioners dispute that 1992 was the low point in any cycle for the overall OCTG
"industry,” and claim that including 1991 data would itself be distortive because the Gulf
War disrupted demand.™

Arguably both 1991 and 1992 could be considered distortive. We find that reliance
on the data available for 1991 is problematic because those data, which were collected in the
preliminary investigations, are not reliably segregated in a manner that conforms with our
finding of two industries (OCTG excluding drill pipe and drill pipe) as are the later data; nor
do the 1991 data include processors, which we have considered part of both industries in
these final investigations. We find inclusion of the 1991 data is of reduced utility to our

19 U.S.C. § 1677(THC)(iii).
® 19 U.S.C. § 1677(7XC)iii).

®  As discussed above, we do not find a single OCTG "industry.” In respondeats’ view,
considering 1992 as a starting point in our analysis would be misleading because 1992 was the
"trough” in the OCTG business cycle. Thus, beginning an analysis of the industry in 1952 shows
imports rising significantly over the period of investigation when, in actuality, imports have been
steadily declining since 1984 and the spike in imports in 1993-94 was an unusual occurrence. They
provide the Commission with import trends beginning over ten years ago to support their claim that
there has been a steady and significant decline in imports since that period. They claim that the spike
in imports in 1993-94 was caused by cold temperatures which increased the demand for natural gas.
Respondents’ Joint Posthearing Brief at 2.

™ Petitioners claim that there were other lows in the industry in 1986 and 1989. In their view,
the OCTG industry’s demand has been relatively stable since 1986 with some interim cyclicity caused
by trends in drilling activity. Petitioners further claim that while oil drilling has declined, there has
been an upward trend in natural gas drilling. Petitioners’ Posthearing Brief, Vol. I, at 4-5, 7 and 8.
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determinations since such data do not correspond to the later data.” For these reasons, our
discussion focuses primarily on the data for 1992 to 1994.7 ®

We note certain conditions of competition relevant to our analysis of both the casing
-and tubing and the drill pipe industries. First, demand for all subject OCTG depends on the
level of oil and gas drilling, which in turn depends on such factors as the price of oil and gas
and climatic conditions.™ During the period of investigation, natural gas prices increased due
to two egtremely cold winters on the East Coast, which in turn caused an increase in drilling
activity.

We also take into account the fact that there are many types of OCTG products
produced to many different grades and API specifications. The basic grades sold are J-55,
K-55, L-80, N-80, and P-110, which are offered both by U.S. producers and importers of
subject OCTG.™ We also note that many of these grades are available in both welded and
seamless forms. Improvements in the technology used to produce welded OCTG have
reporteq_}y resulted in increased competition between the seamless and welded forms of
OCTG. :

Third, the parties have presented evidence pertaining to the distribution policies of
U.S. mills.® Respondents argue that U.S. producers restrict the distribution of their OCTG
products to certain preferred distributors.” The record demonstrates that most distributors,
however, purchase both domestic OCTG and subject imports,” and most U.S. mills sell to a
variety of different suppliers with very few exclusive contracts with distributors.”

" In addition, the 1991 data do not reflect the operations of a few domestic mills which provided

no or insufficient information in the preliminary investigations. These mills accounted for
approximately *** percent of domestic production in 1994.

”  We note that it is within our discretion to determine which period of data is most reliable.
Wieland Werke. AG v. United States, 718 F. Supp. 50, 55 (Ct. Int’l Trade 1989).

”  Vice Chairman Nuzum notes that her analysis focused primarily on 1993 and 1994 data, and
that she considered but placed less weight on both 1991 and 1992 data. She further notes that a
determination of whether an industry is experiencing present material injury necessarily requires
careful scrutiny of more recent representative data.

PR at I1-14; CR at I-14.

PR at II-14; CR at I-14-16.

See Table 21, PR at II-37; CR at 1-51; Petitioners’ Posthearing Brief at 15,
Respondents’ Joint Prehearing Brief at 15; Respondents’ Joint Posthearing Brief at 6.

U.S. mills consist of both integrated producers of the like products and minimilis.
Respondents’ Joint Prehearing Brief at 4-6. Chairman Watson and Commissioner Crawford note that
there is evidence on the record indicating that domestic minimills are more cost-efficient producers of
OCTG than the domestic integrated producers.

® Respondents’ Joint Posthearing Brief at 21-22.

®  See Memorandum INV-8-102.

¥ The U.S. mills reported that the most common criteria for selling to a distributor were credit-
worthiness and whether a particular distributor will expand the customer base of the mill. PR at II-
10; CR at I-11. Petitioners state that U.S. producers refuse 10 sell to certain distributors because they
fail to meet their criteria. Petitioners’ Posthearing Brief at 14-15.

1 83 & ¥
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B. The Domestic Industry Producing OQCTG Excluding Drill Pipe®

The period of investigation was characterized by generally increasing consumption of
OCTG excluding drill pipe. U.S. apparent consumption by quantity rose sharply from 1992
to 1993, and then declined slightly in 1994. The period January through March 1994
("interim 1994") also showed higher consumption than did the period January through March
1995 ("interim 1995")." The value of apparent consumption increased at an even greater
rate from 1992 t0 1993, and then also decreased slightly in 1994. This figure also increased
from interim 1994 to interim 1995.*

The quantity of domestic producers’ U.S. shipments rose from 1992 to 1993, but at a
lesser rate than consumption. U.S. shipments subsequently fell in 1994 at a rate greater than
the decline in consumption. Only in the interim period comparison did U.S. shipments rise
faster than consumption.”® The value of such shipments followed a similar pattern.*

U.S. producers’ share of the domestic market by quantity fell from 1992 to 1994, but
was higher in interim 1995 compared with interim 1994.” By value, the U.S. producers’
market share followed much the same trend, although there was a very slight increase
between 1993 and 1994 %

Production closely tracked shipments.” Average-of-period capacity increased
throughout the period examined.® Average-of-period capacity utilization was low and
fluctuated between years, but rose overall from 1992 to 1994. Between interim periods,
capacity utilization also increased.”

®  Chairman Watson and Commissioner Crawford take into account threaders in their
consideration of the condition of the domestic casing and tubing industry.

£ Apparent consumption by quantity increased from *** short tons in 1992 to *** short tons in
1993, and then decreased to *** short tons in 1994. It rose from *** short tons in interim 1994 to
*=xx chort tons in mnterim 1995, Table A-3, PR at [I-A-7; CR at A-10.

¥  The value of apparent consumption increased from $*** in 1992 to $*** in 1993, but declined
to $*** in 1994. The value of apparent consumption was *** in interim 1994 and *** in interim
1995. Table A-3, PR at II-A-7; CR at A-10.

¥ The quantity of domestic producers’ U.S. shipments rose from *** tons in 1992 to *** tons in
1993, then fell to *** tons in 1994. Between interim periods these shipments rose from *** tons in
interim 1994.to *** tons in interim 1995. Table A-3, PR at A-7; CR at A-11.

¥ The value of U.S. shipments was *** in 1992, *** in 1993, and *** in 1994. The value of
U.S. shipments was *** n intennm 1994 and *** in intenim 1995, Table A-3, PR at A-7; CR at A-
11.

¥ The U.S. producers’ share of the domestic market by quantity was *** percent in 1992, **#
percent in 1993, *** percent in 1994, *** percent in interim 1994, and *** percent in interim 1995.
Table A-3, PR at A-7; CR at A-10.

¥  The U.S. producers’ market share by value was *** percent in 1992, *** percent in 1993, ***
percent in 1994, *** percent in interim 1994, and *** percent in intenm 1995. Table A-3, PR at A-
7; CR at A-10.

¥  Production was *** short tons in 1992, *** short tons in 1993, *** ghort tons in 1994, ***
short tons in interim 1994, and *** short tons in interim 1995. Table A-3, PR at A-7; CR at A-11.

% Average capacity increased from *** in 1992 to *** in 1994 or by *** and also increased
from *** short tons in interim 1994 to *** short tons in interim 1995. Table A-3, PR at A-7; CR at
A-11.

" Average capacity utilization was *** percent in 1992, *** percent in 1993, *** percent in

1994, *** percent in interim 1994, and *** percent in interim 1995. Table A-3, PR at A-7; CR at A-
11.
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The number of production workers increased from 2,932 in 1992 to 4,002 in 1993,
then decreased to 3,802 in 1994. The number of these workers increased from 3,628 in
interim 1994 to 3,869 in interim 1995.” Hours worked increased from 6.5 million in 1992
to 8.8 million in 1993, and then decreased to 8.2 million in 1994; hours worked increased
from 1.9 million in interim 1994 to 2.1 million in interim 1995 Wages paid totaled $91.1
million in 1992, increased to $129.2 million in 1993, and decreased to $121.3 million in
1994. In interim 1994, $26.9 million were paid in wages, which increased to $33.0 million
in interim 1995.*

Despite increases in most volume indicators, the financial condition of the industry
reflects the inability of the domestic industry to generate operating profits throughout the
period 1992 through interim 1995. Net sales increased from $700.8 million in 1992 to
$932.6 million in 1993, then decreased to $919.7 million in 1994. Net sales increased from
$194.6 million in interim 1994 to $245.7 million in interim 1995.” The domestic industry
experienced gross losses during most the period of investigation. In 1992 the industry
experienced a $31.5 million gross loss, followed by a $2.0 million gross profit in 1993, only
to suffer a $3.9 million gross loss in 1994.* The industry experienced a gross loss of $5.6
million in interim 1994, but realized a gross profit of $5.1 million in interim 1995.”

The industry suffered an operating loss of $71.5 million in 1992, $38.9 million in
1993, and $40.9 million in 1994.% In interim 1994, the operating loss was $14.7 million
compared with a loss of $5.4 million in interim 1995.” The operating loss as a ratio to net
sales decreased sharply from (10.2) percent in 1992 to (4.2) in 1993, but then increased to
(4.4) percent in 1994. In interim 1995 this ratio was (2.2) percent compared to (7.6) percent
in interim 1994.'° ' '

Selling, general, and administrative expenses remained relatively steady from 1992 to
1993, rising from $40.1 million in 1992 to $41.0 million in 1993, before falling to $37.0
million in 1994. In interim 1994, these expenses totaled $9.1 million compared with $10.5
million in interim 1995 Capital expenditures generally declined during the period of
investigation, despite a modest increase between 1993 and 1994. Cost of goods sold as a
ratio to net sales declined from 104.5 percent in 1992 to 99.8 percent in 1993, and then

Table A-8, PR at A-11; CR at A-16.
Table A-8, PR at A-11; CR at A-16.
Table A-8, PR at A-11; CR at A-16.

Table A-8, PR at A-11; CR at A-16. To avoid double counting, the quantities of net sales
include only those for U.S. mills producing OCTG other than drill pipe and not processors. Therefore
unit values are not included. }id.

%  Commissioner Bragg notes that the mill segment of this industry realized gross losses in 1992
($*4), in 1993 ($***), and in 1994 ($***). Table A-3, PR at A-7; CR at A-12.

7 Table A-8, PR at A-11; CR at A-16.

*  Commissioner Bragg notes that the mill segment of this industry experienced even greater
operating income losses in 1993 ($***) and in 1994 ($***). Table A-3, PR at A-7; CR at A-12.

® Table A-8, PR at A-11; CR at A-16.

@ Table A-8, PR at A-11; CR at A-16.

% Even if we were to include the more profitable threaders in the casing and tubing industry
data, the industry would still be characterized by declining profits between 1993 and 1994, and

staggering operating losses throughout the period 1992 to 1994 with a subsequent improvement in the
industry's condition in interim 1995. See Table A-9, PR at A-12, CR at I-17.

2 Taple A-8, PR at A-11; CR at A-16.
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increased to 100.4 percent in 1994, In interim 1995, this ratio was 97.9 percent compared to
102.9 percent in interim 1994,'® '

C. The Domestic Drill Pipe Industry

U.S. apparent consumption by quantity for drill pipe increased significantly from
1992 to 1993, then decreased somewhat in 1994. £pa:ent consumption by quantity was
lower in interim 1993 compared with interim 1994.'® The value of apparent consumption
followed similar trends.'™

The quantity of domestic producers’ U.S. shipments increased significantly from 1992
to 1993, then fell in 1994, but remained above 1992 levels. U.S. shipments were lower in
interim 1995 compared with interim 1994.” The value of such shipments followed a
sxmliar though less pronounced, trend.'™

U.S. producers’ share of apparent consumption by quantlty fell by nearly a third
from 1992 to 1994, but increased slightly between interim periods.’® By value, U.S.
producers’ market share followed a similar trend. "

Production increased substantially from 1992 to 1993, then fell in 1994 to slightly
above 1992 levels. Production was lower in interim 1995 compared with interim 1994."
Average-of-period capacity increased overail from 1992 to 1994, and was higher in interim
1995 compared with interim 1994."* Capacity utilization was low and fluctuated between

% Table A-8, PR at A-11; CR at A-16. We note that the U.S. producers did not break out the
data between OCTG excluding dritl pipe and drill pipe for expenditures on research and development.

'®  Based on its declining share of domestic consumption, low capacity utilization rates, and
substantial and consistent operating losses, Commissioner Rohr and Commissioner Newquist find that
the domestic industry producing casing and tubing is currently experiencing material injury.

1% U.S. apparent consumption by quantity for drill pipe was *** short tons in 1992, *** short
tons in 1993, and *** short tons in 1994. Apparent consumption by quantity was *** ghort tons in
interim 1994 and *** short tons in interim 1995. Table A-2, PR at A-7; CR at A-7.

% The value of apparent consumption was $*** million in 1992, $*** million in 1993, and $***
million in 1994. This figure was $*** million in interim 1994 compared to $*** million 1n interim
1995. Table A-2, PR at A-7; CR at A-7.

7 The quantity of domestic producers’ U.S. shipments was *** short tons in 1992, *** short

tons in 1993, and *** short tons in 1994. U.S. shipments were *** ghort tons in interim 1994 and
*#** ghort tons in interim 1995. Table A-2, PR at A-7; CR at A-8. .

¥ The value of U.S. shipments was $*** in 1992, §*+* in 1993, $¥+** jn 1994, $*** jn interim
1994, and $*** in interim 1995. Table A-2, PR at A-7; CR at A-8.

¥ U.S. producers’ share of apparent consumption by quantity was *** percent in 1992, ***
percent in 1993, *** percent in 1994, *** percent in interim 1994, and *** percent in interim 1995,
Table A-2, PR at A-7; CR at A-7.

' U.S. producers’ market share by value was.*** percent in 1992, *** percent in 1993, ***

percent in 1994, *** percent in intenm 1994, and *** percent in interim 1995. Table A-2, PR at A-
7; CR at A-7.

M Production was *** short tons in 1992, *** ghort tons in 1993, and *** short tons in 1994,
Production was *** short tons in interim 1994 and *** short tons in interim 1995. Table A-2, PR at
A-7; CR at A-8.

U2 Average-of-period capacity was *** short tons in 1992, *** short tons in 1994, and was ***
short tons in interim 1994 compared to *** gshort tons in interim 1995. Table A-2, PR at A-7; CR at
A-8.
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),rea.rs(,j b}’.; declined overall from 1992 to 1994 and also declined significantly between interim
periods.

The number of production workers increased from 240 in 1992 to 302 in 1993 to 379
in 1994, The number of production workers increased still further between interim periods
from 391 in interim 1994 to 405 in interim 1995." ' Hours worked increased steadily
from 683,000 in 1992 to 925,000 in 1994, and from 258,000 in interim 1994 to 263,000 in
interim 1995."¢ ' Wages paid totaled $6.3 million in 1992, $7.4 million in 1993, and $9.0
million in 1994. In interim 1994, $2.4 million was paid in wages, which increased to $2.6
million in interim 1995."

The value of net sales increased from $64.7 million in 1992 to $70.5 million in 1993
to $80.6 million in 1994, This figure increased from $23.1 million in interim 1994 to $23.5
million in interim 1995."° '® Cost of goods sold as a ratio to net sales increased from 85.9
~ percent in 1992 to 87.3 percent in 1993, and then decreased to 84.5 percent in 1994. In
interim 1995, this ratio was 80.6 percent compared to 79.4 percent in interim 1994. Capital
expenditures declined significantly throughout the period of investigation.” Gross profits
fluctuated between 1992 and 1994, but increased overail. They decreased from $9.1 million
in 1992 to $9.0 million in 1993, and then increased to $12.5 million in 1994. Gross groﬁts
declined slightly from $4.8 million in interim 1994 to $4.6 million in interim 19952
Operating income fell from $3.5 million in 1992 to $2.5 million in 1993, then rose to $5.6
million in 1994; it rose from $2.4 million in interim 1994 to $2.8 million in interim 1995.
The operating income as a ratio to net sales decreased from 5.4 percent in 1992 to 3.5
percent in 1993, but then increased to 6.9 percent in 1994, In interim 1995 this ratio was
11.8 percent compared to 10.5 percent in interim 1994.* '

¥ Capacity utilization was *** percent in 1992, *** percent in 1993, *** percent in 1994, ***

- percent in interim 1994, and *** percent in interim 1995. Table A-2, PR at A-7; CR at A-8.

14 Table A-7, PR at A-10; CR at A-15.

" Commissioner Bragg notes the significant difference in the number of production workers
employed by the domestic mills producing drill pipe: ***. Table A-2, PR at A-7; CR at A-8.

"¢ Table A-7, PR at A-10; CR at A-15.

"7 Commissioner Bragg notes the significant difference in the number of hours worked by
workers employed by the domestic mills producing drill pipe: ***. Table A-2, PR at A-7; CR at A-
8.

'* Table A-7, PR at A-10; CR at A-15.

5 Tgble A-7, PR at A-10; CR at A-15.

*®  Commissioner Bragg notes the value of net sales for the mill segment of the dnll pipe industry
was $wiok in 1992, $¥** ip 1993, $*** in 1994, $¥** in interim 1994, and $*** in interim 1995.
Table A-2, PR at A-7; CR at A-8.

' Table A-7, PR at A-10; CR at A-15. As with the OCTG industry excluding drill pipe, to
avoid double counting, the unit value of net sales were not computed and research and development
expenditures are not reported because the U.S. producers did not break them out corresponding to the
drill pipe and OCTG excluding drill pipe industries.

12 Table A-7, PR at A-10; CR at A-15.

™ Commissioner Bragg notes that the mill segment of the drill pipe industry experienced an

operating *** in 1992 of $***, an operating *** of $*** jn 1993 with a subsequent *** in operating
*** in 1994. Table A-2, PR at A-7; CR at A-8.

1  Table A-7, PR at A-10; CR at A-15.

¥ Based on its declining share of domestic consumption, low capacity utilization rates, and
(continued...)
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IvV. SUBJECT IMPORTS OF OCTG EXCLUDING DRILL PIPE

A, Cumulation

In determining whether there is material injury by reason of LTFV or subsidized
imports, the Commission is required to assess cumulatively the volume and price effects of
imports from two or more countries of articles subject to investigation if such imports
compete with one another and with the domestic like product in the United States market.'
Cumulation is not required, however, when imports from a subject country are negligible and
have no discernible adverse impact on the domestic industry."”

For imports of casing and tubing, we have determined to cumulate imports from
Argentina, Italy, Korea, Japan, and Mexico.™ In addition, we find imports of casing and
tubing from Austria and Spain are negligible and therefore do not curnulate such imports.'

1. Reasonable Overlap of Competition

In assessing whether imports compete with each other and with the domestic like

product, the Commission has generally considered four factors, including:

n the degree of fungibility between the imports from different countries and
between imports and the domestic like product, including consideration of
specific customer requirements and other quality related questions;

) the presence of sales or offers to sell in the same geographical markets of
imports from different countries and the domestic like product;

3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.'

While no single factor is determinative, and the list of faciors is not exclusive, these

factors provide the Commission with a framework for determining whether the imports

* (...continued)
fluctuating and inconsistent financial performance, Commissioner Rohr and Commissioner Newquist
find that the domestic industry producing drill pipe is vulnerable to the continuing adverse effects of
unfair imports of drill pipe.

19 U.S.C..§ 1677(TNCXiv); Chaparral Steel Co. v. United States, 901 F.2d 1097, 1105 (Fed.
Cir. 1990).

T 19 U.S.C. § 167T7(THCHV).

' For the reasons given below, Commissioner Crawford does not find sufficient substitutability
between subject imports of casing and tubing from Japan and those from Argentina, Korea, and
Mexico to indicate a reasonable overlap of competition.

®  Commissioner Newquist and Commissioner Bragg do not find imports of casing and tubing
from Austria and Spain to be negligible and therefore cumulate imports of casing and tubing from all
subject countries. See Separate and Dissenting Views of Commissioner Newquist and Separate and
Dissenting Views of Commissioner Bragg.

™ See Certain Cast-Iron_Pipe Fittings from Brazil the Republic of Xorea and Taiwan, Invs. Nos.
731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States,
678 F. Supp. 898 (Ct. Int’l Trade ), aff'd, 859 F.2d 915 (Fed. Cir. 1988).
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compete with each other and with the domestic like product.”” Only a "reasonabie overlap”
of competition is required.’” '*

We determine that there is 4 reasonable overlap of competition of imports of OCTG
excluding drill pipe (casing and tubing) from Argentina, Italy, Japan, Korea, and Mexico.™
In general, respondents argued that imports from Japan and Korea are not fungible with other
subject imports or the domestic like product. There was generally no dispute that subject
imports of casing and tubing from Argentina and Mexico competed with other subject
imports and the domestic like product,'

Subject imports of casing and tubing and domestic casing and tubing are generally
sold in the same geographic markets. The vast majority of imports from all subject countries
entered into customs districts in Texas and were sold in the Gulf region, where sales of
domestic OCTG were also concentrated.”™ Even though Japanese imports were sold in
regions where there were no sales of other subject imports, most notably the Alaskan market,
there were nevertheless significant amounts of Japanese imports sold in the same regions as
all other subject imports and the domestic products.'”’

B See. g.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989).

¥ See, e.g., United States Steel Group v. United States, 873 F. Supp. 673 (Ct. Int’] Trade
1994).
133

Commissioner Crawford finds that substitutability, not fungibility, is a more accurate reflection
of the statute. Commissioner Crawford gives the benefit of the doubt to petitioners and finds there is
sufficient substitutability to concliude there is 2 reasonable overlap of competition between all subject
imports and the domestic like product and between subject imports from all countries, except Japan,
with each other. For the reasons given below, she does not find sufficient substitutability between
subject imports of casing and tubing from Japan and those from Argentina, Korea, and Mexico to
indicate & reasonable overlap of competition. As discussed in note 156, infra, she did not cumulate
subject imports from Austria, Italy, and Spain as she finds them to be negligible.

Imports of casing and tubing from Japan are primarily high-end products, nearly half of which
are sold directly to end users, while those from Argentina, Korea, and Mexico are lower end products
sold almost exclusively through distributors. See CR at I-10; PR at 1I-9. Moreover, nearly 30 percent
of Japanese imports of all OCTG enter in Alaska while less than one percent of other subject imports
were sold into Alaska. See CR at I-50 and F-14, Table F-2; PR at II-37 and F-4. There were few or
no shipments of other subject imports in those product categories where Japanese imports are the most
prevalent — the larger diameter 2nd above-API grades; over 50 percent of Japanese imports are above
API] quality while no other subject imports are above APl. See Table 21, CR at I-51; PR at II-37.
Unit value data for imports indicate that subject imports from Japan enter at a significantly higher
value than these other imports. See Table A-3, CR at A-10; PR at A-7. See Dissenting Views of
Commissioner Carol T. Crawford in Stainless Steei Bar from Brazil, India, Japan, Spain, Invs. Nos.
731-TA-678,679, 681 and 682 (Final), for a description of her views on cumulation.

'™ Vice Chairman Nuzum joins in the general discussion of reasonable overlap of casing and
tubing imports, but finds imports of casing and tubing from Italy to be negligible and therefore does
not cumulate in the case of Jtaly. See Separate and Dissenting Views of Vice Chairman Nuzum.

5 Becanse we find that casing and tubing imports from Austria and Spain are negligible, any
arguments pertaining specifically to those imports are addressed in the section on negligibility.

PR at II-14, 1I-37, and 11-42; CR at I-16, I-50, and I-57.

57 Over fifty-four percent of Japanese imports of OCTG entered through the port of Houston.
PR at I1-37; CR at [-50. We note that we do not have specific breakouts for casing and tubing
imports and drill pipe imports. Nonetheless, given the small volume of drill pipe imports in
relationship to all OCTG imports, it is logical that the vast majority of these imports were casing and
tubing. Cf. Tables A-1 and A-2, PR at A-4 and A-7; CR at A-4 and A-7.
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Subject casing and tubing imports and domestic casing and tubing generally are sold
through the same channels of distribution. Virtually ali subject imports and U.S. casing and
tubing are sold to OCTG distributors who then resell the products to other distributors or end
users. While a large share of Japanese imports (43 percent) was sold directly to end users, a
larger share (57 percent) was sold to distributors.'® There is evidence that many of the same
distributors sell casing and tubing imports of OCTG from Argentina, Italy, Japan, Korea, and
Mexico, as well as domestic OCTG.™

Subject casing and tubing imports and domestic casing and tubing were also
simultaneously present in the market during the period of investigation. There were imports
of casing and tubing from each subject country and shipments of domestic casing and tubing
reported in each year from 1992 through 1994, as well as in interim 1995 (with the exception
of imports from ltaly).'®

We also determine that imports from Argentina, Italy, Korea, Japan, and Mexico are
fungible and compete with each other and the domestic product. Purchasers generally
reported that subject imports were good or at least moderate substitutes for one another and
for the domestic products.' '*

With respect to Japanese imports specifically, there is an overlap in the size ranges
and grades of imports from Japan, from other subject cumulated countries, and domestic
casing and tubing.'® While two of the three largest categories of Japanese imports (in terms
of U.S. shipments) were in the "above-API" category (where there was little or no
competition with other subject imports), there were nonetheless significant quantities of
Japanese imports in the standard API categories as well (where there is the greatest degree of
competition with other subject imports and the domestic product).' Although Japanese
respondents reported selling in "niche" or specialty product categories,'* total shipments in

¥ PR at {I-9; CR at {-10.

1  See Memorandum INV-S-102.

W See Table A-3, PR at A-7; CR at A-10.

“ PR at II-35; CR at -47. See also Memorandum EC-S-080.

2 We note that Italian respondents alleged that Italian imports did not compete with the U.S.
product because they were sold in distinct market niches. See, e.g., Halian Respondents’ Prehearing
Brief at 11-15. The evidence on the record does not support this, however. Purchasers viewed Italian
imports as good or moderate substitutes for domestic OCTG. In addition, domestic OCTG was sold in
all of the same API categories as Italian imports. There was also a reasonable overlap in competition
of Italian casing and tubing with other subject imports of casing and tubing. See Table 21, PR at II-
37, CR at 1-51.

" In 1994, there were U.S. shipments of imports from Japan, all other subject imports, and
domestic OCTG in the following categories: small J-55 wbing/casing, medium L-80 casing, and
medium N-80 casing. There were also shipments of other grades of Japanese OCTG and most,
although not ail, other subject imports for: small L.-80 tubing/casing, small N-80 tubing/casing, small
P-110 tubing/casing, medium K-55 casing, and medium P-110 casing. As for the larger OCTG sizes,
there were U.S. shipments of casing from Japan as well as Italy, Korea, and Mexico for several
grades. Table 21, PR at II-37; CR at E-51.

' Notably, there were *** short tons of Japanese imports in the *** category; *** short tons of
Japanese imports in the *** category; *** short tons of Japanese imports in the *** category. Table
21, PR at Il-37; CR at I-51.

S The Japanese respondents provided the Commission with a list of specialty casing and tubing
products at the outset of these final investigations for which the Commission collected product-specific
shipment data. These data are presented in Appendix F (products 7-10). They include high sour

(continued...)
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these categories did not exceed 20 percent of total Japanese shipments of casing and tubing
during any year of the period of investigation, and were generally considerably less than
that.'® Moreover, the pricing data obtained in these final investigations indicate that Japanese
products were sold in 9 out of 19 product categories for which pricing data were collected,
and competed with imports from each of the other subject countries in at least some of these
categories.'”

Korean respondents aiso argued that imports from Korea should not be cumulated
with other subject imports because Korean products are primarily welded, seam-annealed
OCTG tubing, a form not offered by other subject countries. The evidence, however,
indicates that seamless and welded products compete in certain applications, as do seam-
annealed and full-body normalized welded products.'® API specifications for most grades of
casing and tubing specify that either weided or seamless construction is acceptable for the
end-use applications.'® Although many purchasers stated that they prefer seamless casing and
tubing over welded casing or tubing in certain high-pressure, corrosive, and hazardous
environments, 26 out of 34 purchasers stated that they find seamless and welded OCTG
products to be substitutable in at least some applications. Similarly, over half of the
purchasers stated that seam-annealed and full-body normalized OCTG were substitutable in
some applications.'® Furthermore, while some purchasers found Korean QCTG to be
inferior in quality to most other subject imports or domestic OCTG, the majority stated that
imports of OCTG from Korea, other subject countries, and the domestic product are
substitutable.''

Based on these factors, as well as the fact that Japanese and Korean imports were
sold in the same geographic regions, through similar channels of distribution, and were
simultaneously present in the market with other subject imports and the domestic like
product, we find that a reasonable overlap of competition exists among subject imports from
Argentina, Italy, Korea, Mexico, and Japan, as well as between those imports and the
domestic like product. We therefore cumulate all subject imports of casing and tubing, with
the exception of such imports from Austria and Spain which we find to be negligible.

2. Negligibility of Casing and Tubing Imports

The Commission is not required to cumulate imports from a particular country if it
determines that subject imports of the subject merchandise from that country "are negligible
and have no discernable adverse impact on the domestic industry.”"* 1n determining whether

5 (. .continued)
resistance casing or tubing, high yield strength resistance for deep well casing or tubing, qualified high
quality casing or tubing, and heavy-wall casing or tubing. PR at F-3-4; CR at F-34.

¥ Tables F-1 and F-3, PR at F4-6; CR at F-5-18.

¥ The Commission chose thirteen specific products for price comparisons; however, because the
Commission broke several of these categories into (a) seamless and (b} welded forms of the product
{seam-annealed and full-body normalized), there were actually 19 possible product comparisons. See
PR at 11-44-45; CR at 1-60 and 1-61.

% PR at II-36; CR at 1-49.

“*  The exceptions are for drill pipe and extremely thick casing, which must be seamless. PR at
1I-7; CR at I-7.

19 PR at ]I-36; CR at I-49.
' PR at 1I-35 and 11-42; CR at 1-47 and I-58.
219 U.S.C. § 1677(THCHV).
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imports are negligible, the Act directs the Commission to consider all relevant economic
factors, including whether:
O the volume and market share of the imports are negligible,
{an sales transactions involving the imports are isolated and sporadic, and
(Il)  the domestic market for the like product is price sensitive by reason of the
nature of the product, so that a small quantity of imports can result in price
suppression or depression.'”
We determine that casing and tubing imports from Austria and Spain are negligible.'®
We do not find that imports from Italy or Korea are negligible.'” '** No party raised any
issue with respect to the negligibility of Argentine, Japanese, or Mexican imports, and we
note that imports from these countries were well above negligible levels.'”

19 U.S.C. § 1677(7THC)(v). The negligible imports exception is to be applied narrowly and is
not to be used to subvert the purpose and general applicability of the mandatory cumulation provision
of the statute. See H.R. Rep. No. 40, Part I, 100th Cong., Ist Sess. 131 (1987); H.R. Rep. No. 576,
100th Cong., 2d Sess. 621 (1988).

¢ Commissioner Newquist and Commissioner Bragg find that imports of casing and tubing from
Austria and Spain are not negligible. They therefore do not join the discussion of Austria and Spain in
this section of the opinion. See Separate and Dissenting Views of Commissioner Newquist and
Separate and Dissenting Views of Commissioner Bragg.

¥ Chairman Watson and Vice Chairman Nuzum find that imports of casing and tubing from Italy

are negligible. See Separate and Dissenting Views of Chairman Watson and Separate and Dissenting
Views of Vice Chairman Nuzum.

1%  Commissioner Crawford concurs with her colleagues that subject imports of casing and tubing
from Austria and Spain are negligible. She further finds that subject imports of casing and tubing
from Italy are negligible.

The statute directs the Commission to consider negligibility in the context of the price
sensitivity of the market: “the Commission shall evaluate ... whether ... the domestic market for the
like product is price sensitive by reason of the nature of the product, so that a small quantity of
imports can resull in price suppression or depression.” 19 U.5.C. § 1677(7T)(C)(v). Price sensitivity,
as defined by the statute, can be accurately measured by examining four aspects of the domestic
industry: (1) the elasticity of demand, (2) the elasticity of supply, (3) the elasticity of nonsubject
import supply, and (4) the aggregate elasticity of substitution between subject imports and the domestic
like product. Applying these factors, Commissioner Crawford has concluded that the domestic casing -
and tubing market is not price sensitive.

Although the evidence indicates that the elasticity of demand and domestic supply are
somewhat low and high, respectively, the elasticity of nonsubject import supply is relatively high. See
EC-S-079 at 32-36 and Table A-3, CR at A-10; PR at A-7. Nonsubject imports of casing and tubing
appear to compete with most subject imports. See Table 21, CR at I-51; PR at 1I-37. Morecover, the
aggregate substitutability of domestic like product and subject imports is moderate to good. Seg CR at
1-51, 1I-58 and Table A-3 at A-7; PR at I1-37, 11-42, and A-7; EC-5-079 at 23; Chairman Watson's
Separate and Dissenting Views, and Commissioner Crawford’s Separate and Dissenting Views.

Considering all statutory factors together, as discussed here and in the majority opinion, she
finds that subject imports from Austria, Italy, and Spain are negligible. Having found that imports
from each of these countries are negligible, she does not cumulate subject imports from Austria, Italy, -
and Spain with other subject imports. See Additional and Dissenting Views of Commissioner Carol T.
Crawford, Certain Flat-Rolled Carbon Steel Products from Argentina, Australia, Austria, Belgium,
Brazil, Canada, Finland, France, Germany, Italy, Japan, Korea, Mexico, the Netherlands, New
Zealand. Poland, Romania, Spain, Sweden, and the United Kingdom, Invs. Nos, 701-TA-319-332,
334, 336-342, and 347-353 (Final) and Invs. 731-TA-573-579, 581-592, 594-597, 599-609, and 612-
619 (Final) for a full description of her views on negligibility.

157 See Table A-3, PR at A-7; CR at A-10.
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a. Austrian Imports

The volume of subject imports (by quantity) of casing and tubing from Austria
increased from *** short tons in 1992 to *** short tons in 1993, and then decreased to ***
short tons in 1994. In interim 1995 there were *** imports from Austria compared to ***
short tons in interim 1994.'* In terms of quantity, the Austrian share of domestic
consumption was *** percent in 1992, and *** percent in 1993, and *** percent in 1994.
In interim 1994, market share was *** percent, but decreased to *** in interim 1995.'"

We find that imports from Austria were relatively isolated and sporadic. Entries of
Austrian imports were only recorded for one month in 1992, 6 months in 1993, 2 months in
1994, and not at all during the interim 1995 period.' Sales of Austrian OCTG were
reported for only 3 out of 19 product categories.' Price comparisons were possible in only
7 out of 13 quarters covered by the period of investigation for product 4; only 5 out of 13
quarters for product 5; and only 4 out of 13 quarters for product 6.

In the majority of available price comparisons, Austrian imports oversold the
domestic product.'® ' Furthermore, ncne of the lost sale or revenue allegations that
Commission staff investigated were confirmed.'® '* Thus, we could find no evidence of a
discernible adverse impact of Austrian imports.

On balance, we find that imports of casing and tubing from Austria are negligible
and have no discernible adverse impact on the domestic industry.

b. Itakian Imports'

~ The volume of subject imports from Italy increased from *** short tons in 1992 to
**% ghort tons in 1993, then decreased to *** short tons in 1994. Italian imports declined
from *** to *** between interim 1994 and interim 1995. In terms of quantity, Italian share
of domestic consumption was *** percent in 1992, *** percent in 1993, and *** percent in

! Table A-3, PR at A-7; CR at A-10.
¥ Table A-3, PR at A-7; CR at A-10.
1% PR at 1I-37; CR at [-52.
5 PR at I1-45; CR at I-62.

Tables 27, 28, and 30, PR at 11-47; CR at 1-68, 69, and 71.
¥ PR at JI-49; CR at 1-80.

Commissioner Crawford does not place great weight on underselling price comparisons in
determining the impact of subject imports on the domestic like product where these comparisons show
persistent and consistent high margins of overselling or underselling. In these instances, the prices
being compared might well reflect quality, reputation, or other nonprice differences, making these
comparisons less useful in assessing price effects.

% PR at II-51-55; CR at [-93-98.

% Commissioner Crawford typically does not rely on anecdotal evidence of lost sales and
revenues indicating that competition from the subject imports caused domestic producers to lose
particular sales or forced them to reduce their prices on other sales ir reaching her determinations.

" Chairman Watson, Vice Chairman Nuzum, and Commissioner Crawford do not join this
section of the opinion. See Separate and Dissenting Views of Chairman Watson, Separate and

Dissenting Views of Vice Chairman Nuzum, and note 156, supra, for the views of Commissioner
Crawford.
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1994.mln interim 1994, market share was *** percent, but decreased to *** in interim
1995.

We find that imports from Italy were not isolated or sporadic. Entries of Italian
imports were recorded for 6 months in 1992, all 12 months in 1993, 10 months in 1994, and
not at all in the interim 1995 period.'® Sales of Italian OCTG were reported for product
categories 1, 3, 7, 10, and 11."®

There was relatively pervasive underselling by Italian imports. We do not find that
these imports had no discernible adverse impact given the additional evidence of lost sales.'”
On balance, we conclude that Italian imports, despite relatively low levels, were not
negligible.

¢. Korean Imports

The volume of subject imports of casing and tubing from Korea increased from 1992
to 1994, from *** short tons in 1992 to *** short tons in 1993, to *** short tons in 1994.
In interim 1994, the volume of Korean imports was *** short tons compared to *** short
tons in interim 1995. The Korean share of U.S. consumption by guantity was *** percent in
1992, *** percent in 1993, and *** percent in 1994. In interim 1994, Korean market share
was *** percent, falling to *** percent in interim 1995.'"

We find that imports from Korea were not isolated and sporadic and competed in
several product categories for which the Commission collected pricing data.'™ Entries of
" Korean imports were recorded 5 months in 1992, 9 months in 1993, and 11 months in 1994,
as well as during interim 1995."™ Sales of Korean OCTG were reported for 7 product
categories (la and 1b, 3a and 3b, 5, 6, and 7). Sales and price comparisons were reported
in all quarters in category 1b and almost all quarters in category 3b.™

While the Korean import penetration levels were relatively low, we do not find
Korean imports to be negligible because Korean imports were not isolated and sporadic,
imports increased in the most recent full-year period (1993-94), and there is evidence of
discernible adverse price effects.'” '®

' Table A-3, PR at A-7; CR at A-I0.

'* PR at II-37; CR at I-52.

' PR at 1I-45; CR at I-62.

' Petitioners provided severa! lost sale/lost revenue allegations claiming lost sales to Italian
imports. One purchaser, ***_ stated that two of the allegations “were probably valid since imports
from *** were extremely low in ***.“ PR at II-51; CR at 1-93-94, *#** another distributor, also
confirmed that a lost revenue allegation "could easily be valid® since that distributor had lost sales of
*% products to large supplies of low-priced Italian imports of casing. PR at II-54; CR at 1-95-96.

' Table A-3, PR at A-7; CR at A-10.

™ See also Posthearing Brief of Korean Respondents at 2-3.
™ PR at II-37; CR at I-52.

' PR at 11-45; CR at I-62.

% Tables 24 and 26, PR at 1i-47; CR at [-65 and 1-67.

T k3 distributor, stated that Korean imports are priced lower than domestic OCTG and that
those imports exerted downward pressure on prices in 1993 and 1994. PR at II-54; CR at I-97. Ome
other distributor of domestic QCTG also confirmed that it often loses sales to low-priced imports from
Korea. PR at II-55; CR at [-98.
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d. Spanish Imports

The volume of imports of casing and tubing from Spain increased from *** short
tons in 1992 to *** short tons in 1993, then decreased slightly to *** short tons in 1994.
Imports increased from *** short tons in interim 1994 to *** short tons in interim 1995."”
In terms of quantity, the Spanish imports’ share of domestic consumption was *** percent in
1992 and *** percent in 1993 and 1994. In interim 1994, Spanish market share was ***
percent, and was *** percent in interim 1995."*

Entries of Spanish imports were recorded in 11 months in 1992, 10 months in 1993,
7 months in 1994, as well as during interim 1995." Sales of Spanish OCTG were reported
only for product categories 2 and 4."* There were no price comparisons presented for
category 2 due to a lack of sales from other subject sources or domestic producers in this
category. There was only one price comparison in category 4.'®

We note that competition between imports from Spain and the United States (as well
as other subject imports) is more attenuated because imports from Spain are completely
unfinished and there are no sates of comparable unfinished domestic product. The reduced
level of competition is evidenced by the lack of price comparisons and the lack of any
confirmed lost sale or revenue allegations. The low levels of Spanish imports, coupled with
the attenuated competition and lack of evidence regarding adverse price effects, leads us to
conclude that imports from Spain are negligible.

B. Material Injury to the Domestic Industry Producing OCTG Excluding
Drill Pipe by Reason of Cumulated Subsidized and LTFV Imports'™

In final countervailing and antidumping duty investigations, the Commission
determines whether an industry in the United States is materially injured by reason of the
imports that Commerce has determined are subsidized or soid at LTFV."* The Commission
must consider the volume of imports, their effect on prices for the like product, and their
impact on domestic producers of the like product, but only in the context of the U.S.
production operations."™ Although the Commission may consider alternative causes of

® (..-continued)

™~ While Commissioper Crawford finds that the domestic casing and tubing industry is not price
sensitive to "& small quantity of imports,” she finds the Korean market share of *** percent by
quantity in 1994 to be relatively significant. In addition to the factors discussed in note 156, supra,
she notes that subject imports from Korea are substitutable with the domestic like product. See
Commissioner Crawford’s Separate and Dissenting Views.

'™  Table A-3, PRat A-7; CR at A-10.

' Table A-3, PR at A-7; CR at A-10.

™ PR at II-37; CR at [-52.

" PR at II45; CR at I-62.

" Table 27, PR at II-47; CR at I-68. Moreover, there were no confirmed lost sales or revenue
aliegations regarding Spain. PR at II-55; CR at I-98 n.96.

™ Chairman Watson, Vice Chairman Nuzum, Commissioner Rohr, and Commissioner Crawford
find there is no material injury to the domestic casing and tubing industry by reason of subject imporis
of casing and tubing from Austria and Spain. Such imports were insignificant in terms of absolute
volume and as 2 share of domestic consumptior. The record contains no evidence that imports from
these countries independently had a significant suppressing or depressing effect on domestic prices.

W 19 U.S.C. §§ 1671d(b) and 1673d(b).

19 U.S.C. § 167(D(B)(H)-
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injury,'” it may not weigh causes.’™ '™ For the reasons discussed below, we find that the
domestic industry producing casing and tubing is materially injured by reason of subsidized
and LTFV imports from Argentina, Italy, Korea, Mexico, and Japan.'® :

1. The Volume of Cumulated Subject Imports

We find that the cumulated volume of subject imports of casing and tubing is
significant.” The absolute volume and value of cumulated subject imports increased
dramatically from 1992 to 1994. While there was a decline in subject import volume and
value from 1993 to 1994, the level of cumulated imports in 1994 remained well above the
1992 level. Both volume and value of subject imports declined significantly in interim 1995
compared to interim 1994.'7 ' "™ Furthermore, the rate of increase in the volume of

¥ 19 U.S.C. § 1677(7T){(B)ii).

™ See, e.g., Citrosuco Paulista. S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade

1988). Alternative causes may include the following:
{T}he volume and prices of imports sold at fair value, contraction in demand or changes in
patterns of consumption, trade, restrictive practices of and competition between the foreign
and domestic producers, developments in technology, and the export performance and
productivity of the domestic industry.

5. Rep. No. 249, 96th Cong., 1lst Sess. 74 (1979). Similar language is contained in the House

Report. H.R. Rep. No. 317, 96th Cong., 1st Sess. 47 (1979).

"  Commissioner Rohr and Commissioner Newquist further note that the Commission need not
determine that imports are "the principal, a substantial, or a significant cause of material injury.” S.
Rep. No. 249, at 57, 74. Rather, a finding that imports are a cause of material injury is sufficient.
See, e.g., Metsllverken Nederland B. V. v. United States, 728 F. Supp. 730, 741 {Ct. Int’l Trade
1989); Citrosuco Paulista, 704 F. Supp. at 1101.

™  Because Commissioner Newquist and Commissioner Bragg bave cumulated imports of casing
and tubing from Austria and Spain with imports from the other subject countries, they find that the
domestic casing and tubing industry is materially injured by reason of subsidized and LTFV imports
from all seven subject countries. They note that inclusion of the import data from Austria and Spain
makes even more compelling the data upon which their colleagues have relied in making their
affirmative determinations.

™ The four Commissioners participating in this portion of the opinion cumulated different
countries as follows: Vice Chairman Nuzum cumulated imports of casing and tubing from Arpentina,
Japan, Korea, and Mexico; Commissioner Rohr cumulated imports of casing and tubing from
Argentina, Italy, Japan, Korea, and Mexico; Commissioner Newquist and Commissioner Bragg
cumulated all subject imports of casing and tubing.

" Vice Chairman Nuzum notes that the cumulated volume of imports of casing and tubing from
the subject countries other than Austria, Italy, and Spain increased by *** percent between 1992 and
1994, rising from *** short tons in 1992 to *** shorl tons in 1993, then slipping to *** short tons in
1994, Between interim 1994 and interim 1995, the volume of such imports fell by *** percent, from
®kk 1o *** short tons. The cumulated value of imports of casing and tubing from the subject countries
other than Austria, Italy, and Spain increased by *** percent between 1992 and 1994, rising from **+
in 1992 to *** in 1993, then slipping to *** in 1994. Between interim 1994 and interim 1995, the
value of such imports fell by *** percent, from *** to *#** Table A-3, PR at A-7; CR at A-10.

'  Commissioner Rohr notes that the cumulated volume of imports of casing and tubing from the
subject countries other than Austria and Spain increased by *#** percent between 1992 and 1994, rising
from *** short tons in 1992 to *** short tons in 1993, then slipping to *** short tons in 1994.
Between interim 1994 and interim 1995, the volume of such imports fell by *** percent, from *** to
#*¥ short tons. The cumulated value of imports of casing and tubing from the subject countries other

(continued...)
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cumulated subject imports was far greater than the overall increase in consumption between
1992 and 1994,

The market share of cumulated subject imports by both volume and value also rose
significantly, near]y doubling from 1992 to 1994, and declined significantly in interim 1995
compared to interim 1994."* ' ** During this same time period, domestic producers’
market share declined substantially.'” As noted previously in our discussion of cumulation,
purchasers found subject imports and the domestic product to be largely substitutable., Thus,
because of the relatively high degree of substitutability between the cumulated subject imports
and the domestic product, we find that the significant increased voiume of subject imports
actively displaced the domestic product. Conversely, during the interim period when
cumulated subject imports dropped significantly in absolute terms and in terms of market
share, domestic producers’ market share rebounded.™

" (...continued)

than Austria and Spain increased by ek percent between 1992 and 1994, rising from *** in 1992 to
%4 in 1993, then stipping to *** in 1994. Between interim 1994 and interim 1995, the value of such
imports fell by *** percent, from *** 1o ***_ Table A-3, PR at A-7; CR at A-10.

"™ Commissioners Newquist and Bragg note that the cumulated volume of imports of casing and
tubing from all seven subject countries increased by *** percent between 1992 and 1994, rising from
“** short tons in 1992 to *** short tons in 1993, then slipping to. *** short tons in 1994. Between
interim 1994 and interim 1995, the volume of such imports fell by *** percent, from *** to *** short
tons. The cumulated value of imports of casing and tubing from all seven subject countries increased
by, *** percent betwesn 1992 and 1994, rising from *** in 1992 to *** in 1993, then slipping to ***
in 1994. Between interim 1994 and interim 1995, the value of such imports fell by *** percent, from
%+ to ***, Table A-3, PR at A-7; CR at A-10.

¥ Table A-3, PR at A-7; CR at A-10.

'™ Vice Chairman Nuzum notes that the cumulated market share (by volume) of imports of casing
and tubing from the subject countries other than Austria, Italy, and Spain increased from *+* perceat
in 1992 to *** percent in 1993 and to *** percent in 1994. Between interim 1994 and interim 1995,
the market share (by volume) of such imports fell from *** (o *** percent. The cumulated market
share (by value) of imports of casing and tubing from the subject countries other than Austria, Italy,
and Spain increased from *** percent in 1992 1o *** percent in 1993, and remained at *** percent in
1994. Between interim 1994 and interim 1995, the market share (by value) of such imports fell from
k1o **% percent. Table A-3, PR at A-7; CR at A-10.

¥ Commissioner Rohr notes that the cumulated market share (by volume) of imports of casing
and tubing from the subject countries other than Austria and Spain increased from *** percent in 1992
to *** percent in 1993, and decreased slightly to *** percent in 1994. Between interim 1994 and
interim 1995, the market share (by volume) of such imports fell from “** to *** percent. The
cumulated market share (by value) of imports of casing and tubing from the subject countries other
than Austria and Spain increased from *** percent in 1992 to *** percent in 1993, then slipped to *%*
percent in 1994. Between interim 1994 and interim 1995, the market share (by value} of such imports
fell from *** to #** percent. Table A-3, PR at A-7; CR at A-10.

"™  Commissioner Newquist and Commissioner Bragg note that the cumulated market share (by
volume} of imports of casing and tubing from all seven subject countries increased from *** percent in
1992 to *** percent in 1993, and was *** percent in 1994. Between interim 1994 and interim 1995,
the market share (by volume) of such imports fell from *** to *** percent. The cumulated market
share (by value) of imports of casing and rubing from all seven subject countries increased from »**
percent in 1992 to *** percent in 1993, then slipped to *** percent in 1994. Between interim 1994
and interim 1995, the market share (by value) of such imports feil from *** to *** percent. Table A-
3, PR at A-7; CR at A-10.

' Table A-3, PR at A-7; CR at A-10.

*  Table A-3, PR at A-7; CR at A-10.

1-30



Given the increase in penetration of the U.S. market and the overall dramatic
increase in volume and market share of the cumulated subject imports, we find the volume of
such imports to be significant.

2. The Effect of Cumulated Subject Imports on Domestic Prices

The domestic and imported products are generally substitutable and purchasers
reported that price is one of the most important factors in purchasing decisions.™ Many
purchasers indicated that they bought the subject imports because of their lower price.™

The evidence indicates that prices of domestic casing and tubing fluctuated or
declined during the period of investigation. There were no clear trends with respect to
cumulated subject import prices. Pricing trends of different countries varied and also varied
by product category. ™ The evidence was also mixed with respect to patterns of over- and
underselling. ™

Despite the mixed evidence as 1o instances of underselling and overselling, we find
that the underseiling of subject imports, however cumulated, is nevertheless significant. We
particularly find underselling by subject imports to be significant in instances where
purchasers report that the quality of such imports is superior to the domestic product (g.g., in
the case of Japanese imports which represented a large share of the total cumulated imports).

We also find that subject cumulated imports suppressed domestic prices to a
significant degree, despite the unclear pattern of domestic and import prices.™ The
significant volumes of casing and tubing available from the subject cumulated countries
effectivelxukept domestic producers from raising prices despite high costs relative to
revenues.”. Because imported and domestic casing and tubing are relatively close substitutes,
changes in relative prices are likely to cause purchasers to shift among supply sources. This
was confirmed by a number of purchasers that were contacted in order to verify petitioners’
lost sale and lost revenue ailegations.™ Purchasers repeatedly stated that subject imports
from A;gentina, Italy, Korea, Japan, and Mexico exerted downward pressure on domestic
prices.

For these reasons, we find that subject cumulated imports of casing and tubing
suppressed domestic prices of casing and tubing to a significant degree.

% PR at II41; CR at I-56. Amoeng the 33 distributors, 18 considered price to be the most

important purchasing consideration. Final Economic Memorandum at 12.

" See generally PR at 11-51-55; CR at 1-93-98,

*  See generally Tables 23-38, PR at 11-47-48; CR at 1-64-79.

™ Tables 39-46, PR at 11-49-50; CR at 1-82-89.

*5  There was also limited evidence of price depression of domestic prices. For example,
domestic prices for product 4 ***, and domestic prices in several other product categories ***, PR at
II-46; CR at I-62-63.

™ Cost of goods sold increased by 26.1 percent from 1992 to 1994 and increased 20.2 percent
between interim periods. Table A-8, PR at A-11; CR at A-16. The ratic of cost of goods sold to net
sales fluctuated, but was at very high levels throughout the period of investigation. Table A-8, PR at
A-11; CR at A-16.

¥ Petitioners also noted that they attempted to raise prices during the period of investigation but
were unable to do so because of lower import prices. Only after the filing of these investigations were
producers abie to increase prices. See, e.g., Petitioners’ Posthearing Brief, Vol. I, at 18.

¥ See generally PR at II-51-55; CR at [-93-98.
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i The Impact of Cumulated Subject Imports on_the Domestic
Industry

The adverse impact of the cumulated subject imports is reflected in the poor
operating performance of the domestic industry (despite a sharp increase in U.S.
consumption) and in the decline in U.S. market share of over *** percentage points from
1992 to 1994, Subject imports, however cumulated, captured a significant portion of the
increase in consumption, and also took market share away from domestic producers.™
During the period when cumulated subject imports were increasing their market share, the
domestic industry experienced continued operating losses, domestic producers operated at low
levels of capacity utilization, and inventories of the domestic producers increased.™®

In our view, the large volumes of cumulated subject imports, which purchasers
generally view as good substitutes for the domestic product, are inhibiting the domestic
industry from increasing market share and from raising prices. Because demand is relatively
dependent on the level of drilling activity, decreases in prices for the subject products will
not generally lead to significant increases in overall volumes demanded. Thus, suppliers
must compete for market share and the lowest price will generally prevail. As discussed in
the previous section, the adverse impact of subject cumulated imports was also reflected in
the inability of the domestic industry to raise prices sufficiently to cover costs between 1992
and 1994. As a result, the industry suffered pervasive operating losses throughout the period
of investigation.®'

We also find it noteworthy that the domestic industry’s condition improved
dramatically in interim 1995 compared to interim 1994. During this same period there was a
dramatic decline in the volume of cumulated subject imports. ** ** ** While there was a
*** percent growth in overall U.S. consumption, the rate of improvement in the domestic
industry’s production, capacity utilization, shipments, and net sales (in terms of both quantity
and value), far outpaced this modest growth in consumption. Moreover, the industry’s
operating loss declined by 63.3 percent in interim 1995 compared with the 1994 interim
period. Also in interim 1995, the industry recorded a gross profit unlike in either interim or
full-year 1994 %

™  Table A-3, PR at A-7; CR at A-10.
2 Tables A-3 and A-8, PR at A-7 and A-11; CR at A-10 and A-16.
3t See Table A-8, PR at A-11; CR at A-16.

22 One reason we generally do not place great weight on interim period data is because the
conditions in the industry are likely to be affected by the pendency of the investigations or by interim
duties. In this instance, however, we are simply noting the effects on the industry of the withdrawal
of imports from the market. We are not drawing conclusions as to the reason behind the withdrawal,
g.g., whether this is due to the pendency of the investigations and/or imposition of preliminary duties,

# Vice Chairman Nuzum notes that cumulated subject imports of casing and tubing from
Argentina, Japan, Korea, and Mexico declined by *** percent between interim periods. Table A-3,
PR at A-7; CR at A-10.

24 Commissioner Rohr notes that cumulated subject imports of casing and tubing from Argentina,
Itaty, Japan, Korea, and Mexico declined by *** percent between interim periods. Table A-3, PR at
A-7; CR at A-10.

%5 Commissioner Newquist and Commissioner Bragg note that cumulated subject imports of
casing and tubing from Austria, Argentina, Italy, Japan, Korea, Mexico, and Spain declined by ***
percent between interim periods. Table A-3, PR at A-7; CR at A-10.

%6 See Tables A-3 and A-8, PR at A-7 and A-11; CR at A-11 and A-16.
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C. No Threat of Material Injury by Reason of Negligible
Imports of Casing and Tubing from Austria and Spain®’

Section 771(7)(F) of the Act directs the Commission to determine whether a U.S.
industry is threatened with material injury by reason of imports "on the basis of evidence that
the threat of material injury is real and that actual injury is imminent.” The Commission is
not to make such a determination "on the basis of mere conjecture or supposition.™” We
have considered all the statutory factors that are relevant to these investigations.”

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and pr ice effects of such imports if they compete with each other and the domestic
like product. ' In addition, the Commission has considered whether the imports are
increasing in the U.S. market, whether the imports have similar patterns of underselling, and
the probability that imports will enter the United States at prices that would have a
depressing or suppressing effect on domestic prices of that merchandise.™ Because we find
that imports of casing and tubing from Austria and Spain are negligible, we do not cumulate
such imports for purposes of our threat analysis.

With respect to imports of casing and tubing from Austria, volume and market share
of those imports were negligible over the period reviewed, and declined in the latter periods.
Given the current lack of adverse price effects, and the lack of evidence of future changes in
price effects, we find no probabiiity that any future imports will enter the United States at
prices that will have a depressing or suppressing effect. Inventories were only reported in
*** and decreased by *** percent over that period. ? Thus, we do not find that the threat of

material injury is real and that actual injury is imminent by reason of imports of casing and
tubmg from Austria.

Similarly, with respect to imports of casing and tubing from Spain, we also found
volume and market share of those imports to be negligible over the period reviewed. We

¥ Commissioner Newquist and Commissioner Bragg do not join in this section.

19 U.5.C. § 1677(7)(F)(i1). An affirmative determination must be based upon "positive
evidence tending to show an intention to increase the levels of importation." Metallverken Nederland,
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’] Trade 1990), citing American Spring Wire
Corp. v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’] Trade 1984), aff’d sub nom., Armeco, Inc.
v. United States, 760 F.2d 249 (Fed. Cir. 1985).

™19 U.S.C. § 1677(N{FY)D)-(X). In addition, the Commission must consider whether
dumping findings or antidumping remedies in markets of foreign countries against the same class or
kind of merchandise suggest a threat of material injury to the domestic industry. 19 U.S.C. §
1677(N(F)(ii)(I). There is no evidence of any third-country antidumping findings or remedies against
subject imports of casing or tubing. The Commission does not need to analyze factor (IX) because
these investigations do not involve imports of agricultural products. We have also considered the
nature of the Austrian and Italian subsidies, pursuant to 19 U.S.C, § 1677(7}E)(i) and (F)(l)(l) We
do not find that the effect of these subsidies threaten material injury to the domestic casing and tubing
industry.

™  We note that all responding domestic mills supported the petition in these investigations. Table
3, PR at II-17; CR at I-19. Seven processors supported the petition, 2 opposed it, and the remainder
took no position. PR at II-17 n.41; CR at [-20 n.41.

B 19 U.S.C. § 1677(D(F)(iv).

#  Kem-Liebers v. United States, Slip Op. 95-9 at 37; Asociacion Colombia de Eiggmdgres de
Flores v. United States, 693 F. Supp. 1165, 1171-72 (Ct. Int’] Trade 1988).

#  Table A-3, PR at A-7; CR at A-10.

s
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find a lack of current adverse price effects, and we see no probability that any future imports
will enter the United States at prices that will have a depressing or suppressing effect. There
were *** inventories reported during any period of the investigation of the Spanish
product.® We therefore find that the threat of material injury is not real and that actual
injury is not imminent by reason of imports of casing and tubing from Spain.

V. SUBJECT 1 RTS OF DRILL PIPE
A, Cumulation

We cumulate imports from Argentina and Mexico, but not Japan for purposes of
determining whether the domestic drill pipe industry is materially injured by reason of
subject imports of drill pipe.™ ® ® ®* In addition, we find drill pipe imports from Austria,
Italy, Korea, and Spain to be negligible.

1. Reasonable Overlap of Competition

For purposes of determining whether there is material injury by reason of imports of
drill pipe, we determine that there is a reasonable overlap of competition of drill pipe imports
from Argentina and Mexico and the domestic like product, but we do not find a reasonable
overlap of competition of drill pipe imports from Japan with drill pipe imports from
Argentina and Mexico.”

Drill pipe imports from Argentina, Japan, and Mexico were all simultaneously
present in the market and sold in the same geographic markets.™ Imports of drill pipe from

Z*  Tgble A-3, PR at A-T; CR at A-10.

2% Chairman Watson and Commissioner Crawford determine that an industry producing drill pipe
is materially injured by reason of subject imports of drill pipe from Argentina, Japan, and Mexico.
See Separate and Dissenting Views of Chairman Watson and Separate and Dissenting Views of
Commissioner Crawford..

2% Vice Chairman Nuzum determines that the domestic drill pipe industry is not materially injured
by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate and Dissenting
Views of Vice Chairman Nuzum.

#  Commissioner Rohr and Commissioner Newquist find that the domestic drill pipe industry is
not currently materially injured, and therefore do not reach the issue of cumulation of drill pipe
imports for purposes of a present material injury causation analysis. See, supra, note 125. They
therefore do not join this section of the opinion.

Z*  Commissioner Bragg determines that the domestic drill pipe industry is not materially injured

by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate and Dissenting
Views of Commissioner Bragg.

™ As discussed above, in assessing whether imports compete with each other and with the
domestic like product, the Commission has generally considered four factors: (1) the degree of
fungibility between the imports from different countries and between imports and the domestic like
product; (2) the presence of sales or offers to sell in the same geographical markets; (3) the existence
of common or similar channels of distribution; and (4) whether the imports are simultaneously present
in the market. See Certajn Cast-lron Pipe Fittings from Brazil, the Republic of Korea and Taiwan,
Invs. Nos. 731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicac Tupy, S.A. v.
United States, 678 F. Supp. 898 (Ct. Int’] Trade ), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

D0 Table A-2, PR at 1I-9 n.25 and A-7; CR at I-10 n.25 and A-7.
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Argentina and Mexico and U.S.-produced driil pipe were sold ***, whereas sales of Japanese
imports *** '

We find, however, that imports of drill pipe from Japan are not fungible with imports
of drill pipe from Argentina and Mexico. Virtually all drill pipe imported from Japan
consists of either mill-finished drill pipe or unfinished heavy-weight drill pipe ("HWDP"),
whereas imports of drill pipe from Argentina and Mexico consist of unfinished standard-
weight drill pipe ("SWDP").” The mill-finished Japanese drill pipe includes the tool joint,
which as we discussed in the like product section, is a high value component. The
unfinished HWDP is also a higher-priced product than unfinished SWDP from Argentina and
Mexico. While both HWDP and SWDP are used in the drill string to drill the well hole,
HWDP is designed for use under difficult drilling conditions. Thus, Japanese drill inpe had
significantly higher unit values than drill pipe imports from Argentina and Mexico.**

The channels of distribution of Japanese drill pipe differ somewhat from the channels
of distribution of the Argentine and Mexican drill pipe. Argentine and Mexican drill pipe
are sold to drill pipe distributors and/or processors, whereas mill-finished drill pipe from
Japan was typically sold to end-users.® Unfinished HWDP from Japan was also sold to drill
pipe processors, but was commonly sold to specialized drill pipe distributors and/or
processors.™

For the above reasons, we find that there is a reasonable overlap of competition
among subject imports from Argentina and Mexico and the domestic like product, but not
between these imports and subject imports of drill pipe from Japan.™

2. Negligibility of Drill Pipe Imports

We find that imports of drill pipe from Austria, Italy, Korea, and Spain are
negligible. There were no imports of drill pipe from Austria, Korea, and Spain during the
period of investigation, thus, imports could not have exerted an adverse impact on the
domestic industry.

The only imports of Italian drill pipe consisted of *** in 1992 and *** tons in 1993.
Thus, such imports were isolated and sporadic and did not recur in the more recent

2! PR at II-9; CR at I-10.

B2 Table F-1, PR at F4; CR at F-7.

%3 Table A-2, PR at A-7; CR at A-7.
3 PR at I1-11; CR at [-13.

B3 PR at II-9 n.25; CR at I-10 n.25.

B As discussed supra, note 133, Commissioner Crawford finds that substitutability, not
fungibility, is a more accurate reflection of the statute. In these investigations, she finds there is
insufficient substitutability between subject imports of drill pipe from Japan and subject imports of drill
pipe from Argentina and Mexico to conclude there is a reasonable overlap of competition. However,
she finds sufficient substitutability exists between subject imports from Argentina and Mexico. See
Tables A-2 and F-1, CR at A-7 and F-7, 12, and 13; PR at A-7 and F-4. Therefore, she concurs with
her colleagues that subject imports from Japan should not be cumnlatively assessed with subject
imports from Argentina and Mexico. There were no imports of drill pipe from Austria, Italy, Korea
or Spain in 1994. Therefore, there are no imports from these four countries to cumulate. See
Dissenting Views of Commisgioner Carol T. Crawford in Stainless Steel Bar from Brazil, India, Jaj
Spajp, Invs. Nos. 731-TA-678,679, 681 and 682 (Final), for a description of her views on cumulation.
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periods.® The record contains no evidence that the *** levels of Italian drill pipe imports

had any discernible adverse impact on the U.S. drill pipe industry.™

B. Threat of Material Injury by Reason of Subject Imports of
Drill Pipe

1. Cumulation for Threat

For purposes of our threat of material injury analysis, we have determined to exercise
our discretion to cumulate imports of drill pipe from Argentina and Mexico,” but we do not
cumulate imports of drill pipe from Austria, Italy, Japan, Korea, or Spain.® As noted in the
cumulation section for casing and tubing above, in assessing whether a domestic industry is
threatened with material injury by reason of imports from two or more countries, the
Commission has discretion to cumulate the volume and price effects of such imports if they
compete with each other and the domestic like product.™

Because we find that imports of drill pipe from Austria, Italy, Korea, and Spain are
negligible, we conclude that these countries should not now be cumulated for our assessment
of threat of material injury.*?

We also do not cumulate drill pipe imports from Japan with drill pipe imports from
Argentina and Mexico for purposes of our threat analysis because, as discussed in more
detail above, we do not find that drill pipe imports from Japan compete with drill pipe
imports from Argentina and Mexico.

57 Table A-2, PR at A-7; CR at A-7.

®  In light of our finding of the lack of discernible adverse impact of these negligible imports, we
determine that the domestic industry producing drill pipe is not materially injured by reason of drill
pipe imports from Austria, Italy, Korea, or Spain. Such imports were nonexistent or insignificant in
terms of absolute volume and as a share of domestic consumption. The record contains no evidence
that imports from these countries independently had a significant suppressing or depressing effect on
domestic prices.

™  Commissioner Rohr notes that he does not formally cumulate in threat investigations and thus
makes individual determinations with respect to each country subject to investigation. He further notes
that he does "informally cumulate™ imports in appropriate circumstances by considering the presence of
other unfairly traded imports as another demonstrable adverse trend in making his individual
determination. He finds that the Commission’s discussion of cumulation of the Argentine and Mexican
drill pipe imports establishes that appropriate circumstances exist for considering the presence of the
Argentine and Mexican imports of drill pipe together as such a trend.

*  Commissioner Newquist cumulated imports of drill pipe from Japan with imports from
Argentina and Mexico for purposes of his threat of material injury analysis, and finds that the domestic
casing and tubing industry is materially injured by reason of subsidized and LTFV imports from those
three subject countries. He notes that inclusion of the import data from Japan makes even more
compelling the data upon which his colleagues have relied in making their affirmative determinations.
For Commissioner Newquist’s cumulation analysis, see his Separate and Dissenting Views.

* 19 U.S.C. § 1677(7)(F)(iv). In addition, for purpases of threat, the Commission considers
whether the imports are increasing at similar rates in the same markets, whether the imports have
similar patterns of underselling, and the probability that imports will enter the United States at prices
that would have a depressing or suppressing effect on domestic prices of that merchandise. Kem-

Liebers v. United States, Slip Op. at 37; Asociacion Colombia de Exportadores de Flores v. United
States, 693 F. Supp. at 1171-72.

* gee 19 U.S.C. § 1677(THC)(Y).
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We cumulate imports of drill pipe from Argentina and Mexico for purposes of our
threat analysis, notwithstanding the somewhat divergent trends in import volumes in the latter
portion of the period of investigation. We base our decision to cumulate on the overlap in
competition of the Argentme and Mexican drill pipe imports (dlscussed in section V.A.1.
above); the similar trends in prices of Argentme and Mexican 1mports *® and the cross-
ownership of foreign producers of drill pipe in those two countries.™ Thus, pursuant to
section 771(7)(F)(w) of the Act, we cumulanvely assess the volume and price effects of
imports of drill pipe from Argentina and Mexico.**

2. Threat of Material Injury by Reason of

Imports of Drill Pipe from Argentina,
Japan, and Mexico

As noted above, section 771(7)(F) of the Act directs the Commission to determine
whether a U.S. industry is threatened with material injury by reason of imports "on the basis
of evidence that the threat of material injury is real and that actual injury is imminent.”" The
Commission is not to make such a determination "on the basis of mere conjecture or
supposition.**® We have considered all the statutory factors that are relevant to these
investigations.*’ **

a. Imports of Drill Pipe from Argentina and Mexico

There is significant unused production capacity in Argentina. The record indicates
that total drill pipe production capacity in Argentina *** drill pipe production and total
Argentine drill pipe shipments. Capacity utilization was ***. The total amount of unused
capacity. of drill pipe in Argentina was equivalent to *** percent of 1994 total apparent U.S.

' We note that prices of Argentine and Mexican drill pipe reported in product category 12 both
**& gver the period of investigation, as did their average unit values. See Table 37, PR at II-17; CR
at I-78; Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-13,

PR at 11-20; CR at I-24.

* 19 U.S.C. § 1677(T)(F)(iv).

19 U.S.C. § 1677(7XF)(ii). An affirmative determination must be based upon "positive
evidence tending to show an intention to increase the levels of importation.” Metallverken Nederland,
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’] Trade 1990), citing American Spring Wire
Corp. v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’]l Trade 1984), aff’d sub nom., Armco, Inc.
v. United States, 760 F.2d 249 (Fed. Cir. 1985).

W 19 U.S.C. § 1671 (MENND-(X). In addition, the Commission must consider whether
dumping findings or antidumping remedies in markets of foreign countries against the same class or
kind of merchandise suggest a threat of material injury to the domestic industry, 19 U.5.C. §
1677(7TYF)iii}(I). There is no evidence of any third-country antidumping findings or remedies against
subject imports of drill pipe. We do not need to analyze factor (I) for our analysis of imports of drill
pipe from Argentina, Japan, and Mexico. We also need not examine factor (IX) because these
Investigations do not involve imports of agncultural products,

*  We note that all responding domestic mills producing drill pipe supported the petition in these

investigations. Table 3, PR at JI-17; CR at I-19. Seven processors supported the petition, 2 opposed
it, and the remainder took no position. PR sat II- n.41; CR at 1-20 n.41.
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consumption of drill pipe.* Unused production capacity in Mexico *** from 1992 to 1994
and in interim 1995 compared to interim 1994. Notwithstanding the *** in unused capacity,
we find it significant that there was *** in production of drill pipe from 1992 to 1994, most
of which was ***

The volume and market penetration of drill pipe from Argentina and Mexico
increased significantly. The quantity of cumulated subject imports increased from *** short
tons in 1992 to *** short tons in 1994, a *** percent increase. Cumulated Argentine and
Mexican imports were lower in interim 1995 than in interim 1994; nevertheless, imports in
interim 1995 were ***.* ** Market penetration of cumulated imports from Argentina and
Mexico measured in terms of quantity increased from *** percent of U.S. consumption of
drill pipe in 1992 to *** percent 1994, Market share decreased from ”apgl:oximately e
percent in interim 1994 to approximately *** percent in interim 1995. e

Argentine production of drill pipe is projected ***.*¢ Based, however, on the fact
that the United States is one of Argentina’s principal markets for drill pipe and that imports
of drill pipe from Argentina *** during the period of investigation, we find that production
from the *** production capacity in Argentina will likely be directed to the United States. In
addition, the datz provided by the Argentine producers indicate that, from 1992 to 1994,
home market and other export market shipments ***. Thus, we find that the *** is
inconsistent with other data and therefore not reliable.?’

*  Compare Tables E-1 and E-5 with Table E-2, PR at E-4 and A-7; CR at E-3 and E-5 and A-
7. Annual drill pipe production capacity in Argentina is *** short tons. Table E-1, PR at E-3; CR at
E-3. '

2 Table E-5, PR at E-4; CR at E-7.

' Table A-2, PR at A-7; CR at A-7. We note that declines in interim periods may be
attributable to the pendency of these investigations.

! Commissioner Rohr notes that on a non-cumulated basis there was a rapid increase in the
voleme of drill pipe imports from Argentina and Mexico. Imports of drill pipe from Argentina
increased by *** percent by quantity from 1992 to 1994 from *** short tons to *** short tons.
Argentine imports were lower in interim 1595 than in interim 1994, but imports in interim 1995 were
wx*_ Tmports of drill pipe from Mexico increased from *** short tons in 1992 to *** short tons in
1994. Mexican imports increased to *** short tons in interim 1995 compared to *** short tons in
interim 1994, Table A-2, PR at A-7; CR at A-7.

™ Table A-2, PR at A-7; CR at A-7. Again, we note that declines in interim periods may be
attributable to the pendency of these investigations.

®  Because incomplete data on OCTG were received from importers, Mexican import volume and
market share were calculated based on Commerce’s official import statistics. PR at 1I-19; CR at 1-24,
However, our determinations would not have been different had questionnaire data been used in these
calculations. Based on questionnaire data, U.S shipments of drill pipe from Argentina and Mexico *¥*
Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-7.

*  Commissioner Rohr notes that on a non-cumulated basis there was a rapid increase in the
market share of drill pipe imports from Argentina and Mexico. The market share of drill pipe from
Argentina by quantity, increased from 1992 to 1994 from *** percent of U.S. consumption to ***
percent of U.S. consumption. Argentine imports’ market share was lower in interirn 1995 than in
interim 1994, but the share in interim 1995 was ***, Market penetration of imports of drill pipe from
Mexico increased from *** percent in 1992 to *** percent in 1994. Additionally, Mexican imports’
market share increased to *** percent in interim 1993 compared to *** percent in interim 1994.

Table A-2, PR at A-7; CR at A-7.
Z  Table E-1, PR at E-3; CR at E-3. We note that *** Table E-1, PR at E-3; CR at E-3.

¥ Cf. Tables A-2 and E-1, PR at A-7 and E-3; CR at A-7 and E-3.
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Mexican respondents provided no meaningful projections for 1995 and 1996. We
note, however, that virtually all Mexican drill pipe production after 1992 ***_ The historical
trends of a *** home market,”™ an *** export market, and the importance of the United
States as an export market, lead us to conclude that the U.S. market penetration of drill pipe
from Mexico will likely increase to an injurious level.

End-of-period inventories of Argentine drill pipe in the United States *** percent
from 1992 to 1994, and by over *** percent in interim 1995 compared 1o interim 1994
End-of-period inventories of Mexican drill pipe imports in the United States *** short tons in
1994 and *** short tons in interim 1995.*° Drill pipe inventories of Mexican drill pipe
*x* % The ***, further support our affirmative threat determination.

We further find that it is likely that the subject imports will enter the United States at
prices that will have a depressing or suppressing effect on prices. The record indicates that
Argentine and Mexican drill pipe prices (product 12) *** and ***. The average unit value
of imports of drill pipe from Argentina and Mexico *** throughout the period 1992 through
1994, as did the average unit value of U.S. shipments of drill pipe from Argentina and
Mexico.”™ Domestic drill pipe prices *** overall when comparing the last quarter reported
to the first quarter.*

We also find that there is a potential for product shifting by the sole Argentine drill
pipe producer, Siderca S.A.L.C. Siderca also produces seamless line and standard pipe
products, which have recently become subject to an antidumping duty order with margins of
108.13 percent, in the same facilities used to produce drill pipe.”* We also find that there is
a potential for product shifting by both Siderca and the soie Mexican drill pipe producer,
Tamsa S.A. Those producers also produce OCTG excluding drill pipe, which will now be
subject to final antidumping duty orders as a result of these investigations.

~ Finally, other adverse trends indicate that there is likely to be material injury by
reason of subject imports. The domestic drill pipe industry’s performance was characterized
by a significantly declining share of domestic consumption, low capacity utilization rates, and
fluctuating and inconsistent financial performance. These trends, in addition to the increasing
dominance of the market by LTFV imports, indicate that continued increases in subject
import penetration will have an injurious effect on the domestic industry.

*  Shipments of drill pipe produced in Mexico ***, reflecting *** in home market shipments.
Table E-5, PR at E-4; CR at E-5. .

*  Table A-2, PR at A-7; CR at A-7. We note that ***. PR at 11-27; CR at I-35.' Furthermore,
the level of end-of-period inventories of Argentine drill pipe reported by Siderca §.A.I.C. *** from
1992 to 1994, *** short tons. The ratio of inventories to production *** from 1993 to 1994 to ***
percent. In interim 19935 this ratioc was *** percent compared to *** percent in interim 1994. Table
E-1, PR at E-3; CR at E-3.

*  Table A-2, PR at A-7; CR at A-7.

#' Table E-5, PR at E-4; CR at E-S.

¥ Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-13.

Table 37, PR at 11-48; CR at I-78; Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F4;
CR at F-13. We note that import data for drill pipe from Mexico is frorn Commerce’s official import
statistics, since the Commission received an incomplete response to its questionnaires on OCTG from
Mexico. PR at 1I-19; CR at 1-24..

** We note that the portion of Siderca $.A.1.C.'s capacity that is most likely to be directly
affected by the imposition of duties on small-diameter seamless pipe is *** Compare PR at 1I-29
n.57, CR at I-37 n.57, with Table 21, PR at II-37, CR at |-51.
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Based on the foregoing, we find that the record indicates the threat of material injury
is real and that actual injury is imminent by reason of imports of drill pipe from Argentina
and Mexico.

b. Imports of Drill Pipe from Japan®™

Information on the record indicates that annual drill gipe production capacity in Japan
*** overall from 1992 to 1994, but *** from 1993 to 1994, Capacity utilization ***
between 1993 and 1994, although it *** between interim periods.® The unused capacity
was *** total shipments of Japanese drill pipe directed to the U.S. market in 1992 and
1993.** Thus, we conclude that there is substantial underutilized production capacity in
Japan, particularly in light of the demonstrated ability of the Japanese mills to alter their
product mix in response to changing market conditions.*® :

We further conclude that volume and U.S. market penetration of the Japanese imports
will likely increase to an injurious level. Imports of drill pipe from Japan increased by ***
percent in terms of quantity from 1992 to 1994. Such imports were lower in interim 1995
than in interim 1994.°® Market penetration of imports from Japan measured in terms of
quantity increased from *** percent of U.S. consumption of drill pipe in 1992 to *** percent
in 1994. Market share also increased from *** percent in interim 1994 to *** percent in
interim 1995.”" _

Although shipments of Japanese drill pipe exports to the U.S. market are projected to
be ***, we find that such projections are inconsistent with the fact that Japanese exports to
the U.S. market *** from 1992 to 1994.® No further support for increased imports to
third-country markets was provided. Moreover, the data provided by the Japanese producers
indicate that, from 1992 to 1994, as well as in interim 1995, home market and other export
market shipments *** ™

We also find that there is a probability that the subject imports from Japan will enter
the United States at prices that will have a depressing or suppressing effect on prices for the
domestic like product. We note that a rapidly growing segment of drill pipe consumption is
the market for HWDP. U.S. shipments of HWDP, which is used in such critical applications
as directional driiling, increased throughout the period of investigation.” U.S. shipments of
Japanese HWDP grew at a far faster rate than did U.S. shipments ¢ Zomestic HWDP and
captured increasingly large shares of this growth market between 1957 .d 1994 and between
interim 1994 and interim 1995.* We further note the *** average uni -alues of U.S.

Commissioner Newquist does not join this section of the opinion.
Cf. Tables A-3 and E-3, PR at A-7 and E-4; CR at A-10 and E4.
Table E-3, PR at E4; CR at E-4.

Table E-3, PR at E-4; CR at E4.

PR at II-31; CR at 1-42 and 1-43 n.63.

We note that declines in interim periods may be attributable to the pendency of these
investigations.

7 Table A-2, PR at A-7; CR at A-7.
™  Table E-3, PR at E-4; CR at E4.
I Table E-3, PR at E-4; CR at E4.
# PR at II-7; CR at [-7.

5 Table F-1, PR at F-4; CR at F-5-13.

§ B % ¥ B
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shipments of Japanese HWDP.” The record indicates that Japanese prices (of HWDP) ***
in the most recent period reported and were *** than the U.S. prices in all periods reported.
There was an overall decline in domestic drill pipe prices from early 1992 to early 1994."

End-of-period inventories in the United States of drill pipe from Japan decreased
somewhat between 1992 and 1994, but increased during the interim periads.z’ls The ratio of
inventories in Japan to production were relatively substantial in all periods.”™

We also find that there is a potential for product shifting by the Japanese drill pipe
producers since three out of the four reporting mills produce drill pipe as well as casing and
tubing.™ As a result of these investigations, casing and tubing will be subject to final
antidumping duty orders.

As discussed above with respect to Argentine and Mexican drill pipe imports, we find
the domestic drill pipe industry’s performance over the period of investigation is another
adverse trend that supports a finding that continued increases in subject imports will have an
injurious effect on the domestic industry.

. Based on the foregoing, we find that the record indicates the threat of material injury
is real and that actual injury is imminent by reasen of imports of drill pipe from Japan.

3. reat of Material Inj n_of
Negligible Imports of Drill Pipe from
Austria, Italy, Korea, and Spain

With respect to imports of drill pipe from Austria, Korea, and Spain, we found the
volume and market share of such imports to be negligible since they were nonexistent over
the period. Given the current lack of adverse price effects, we find no probability that any
future imports will enter the United States at prices that will have a depressing or suppressing
effect. No inventories were reported of such imports during any portion of the period of
investigation, and there was no reported capacity or capacity utilization for the production of
drill pipe.™ Thus, we do not find that the threat of material injury is real and that actual
injury is imminent by reason of imports of drill pipe from Austria, Korea, and Spain.

With respect to imports of drill pipe from Italy, we also found the volume and
market share of those imports to be negligible over the period reviewed. Given the current
lack of adverse price effects, we find no probability that any future imports will enter the
United States at prices that will have a depressing or suppressing effect. No inventories were
reported of Italian imports during any portion of the period of investigation and there was no
reported capacity or capacity utilization for the production of drill pipe.™

€  Table F-1, PR at F-4; CR at F-5-13.

7 Table 38, PR at [I-48; CR at I-79.

% Table A-2, PR at A-7; CR at A-7. We note that *** holds additional inventories of finished
drill pipe from Japan ***, PR at II-27; CR at I-35. Finished drill pipe *** accounted for *** of all
U.S. shipments of Japanese drill pipe in 1994. Table F-1, PR at F-4; CR at F-7. We further note

that Japanese importers reportedly have arranged for the importation of *** short tons of OCTG since
March 31, 1995, the vast majority of which ***, PR at 27 & n.55; CR at I-37 & 0.55.

™  Table E-3, PR at E-3, CR at E4,

2 PR at II-31; CR at 1-4243.

21 PR at 1I-31; CR at ]-42-44.

2 PR at 11-29; CR at I-42. There does not appear to be any potential for product shifting since

none of the Italian producers of OCTG reported any production of drill pipe during the period of
mvestigation.
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For these reasons, we do not find that the threat of material injury is real and that
actual injury is imminent by reason of imports of drill pipe from Italy ™

4. Effect of Suspension of Liquidation of Entries

Under section 735(b)(4)(B) of the Act, an affirmative threat determination must be
accompanied by a determination as to whether the Commission would have made an
affirmative material injury determination but for the suspension of liquidation.® Thus, we
must determine whether we would have made an affirmative material injury determination
with respect to imports of drill pipe from Argentina, Japan, and Mexico but for the
suspension of liquidation.

This finding determines the date of imposition of duties. If the-Commission makes
an affirmative "but for" finding, antidumping duties would be imposed on imports of dritl
pipe from Argentina, Japan, and Mexico from the date of suspension of liquidation of those
imports. By contrast, if the Commission makes a negative "but for" finding, duties are
imposed only from the time Commerce publishes its final antidumping order forward.

Commerce suspended liquidation of Japanese OCTG imports on February 2, 1995,
the date of Commerce’s preliminary determination.™ Because Commerce made preliminary
negative determinations with respect to all OCTG imports from Argentina and Mexico,
liquidation was suspended with respect to drill pipe imports from those countries on the date
of Commerce’s final affirmative determinations on June 28, 1995

We find that the suspension of liquidation did not materiaily affect the data on which
we relied in making our negative present material injury determination with respect to these
countries. Accordingly, we conclude that we would not have made an affirmative material
injury determination but for the suspension of liguidation.

™ We have also considered the nature of the Austrian and Italian subsidies, pursuant to 19
U.S.C. § 1677(7T)E)(i) and (F)i)XI). We do not find that the effect of these subsidies (which are not
export subsidies) threaten material injury to the domestic drill pipe industry.

19 U.S.C. § 1673d(bX4)(B).
# 60 Fed. Reg. 6506 (Feb. 22, 1995).
#6 60 Fed. Reg. 33539 (June 28, 1995) and 60 Fed. Reg. 33567 (June 28, 1995), respectively.

142



CONCLUSION

In light of the foregoing, we determine that the domestic industry producing OCTG
excluding drill pipe is materially injured by reason of subsidized and LTFV imports of
OCTG excluding drill pipe from Argentina, Italy, Japan, Korea, and Mexico.® * We
determine that the domestic industry producing casing and tubing is not materially injured nor
threatened with material injury by reason of subsidized and LTFV imports of those products
from Austria or Spain.™

We also determine that the domestic industry producing drill pipe is threatened with
material injury by reason of LTFV imports of drill pipe from Argentina, Japan, and
Mexico,™ but that the domestic drill pipe industry is not materially injured nor threatened
with material injury by reason of subsidized and LTFV imports of drill pipe from Austria,
Italy, Korea, or Spain.

#  Chairman Watson finds that an industry in the United States is not materially injured or
threatened with material injury by reason of imports of casing and tubing from Argentina, Austria,
Italy, Japan, Korea, Mexico, or Spain. Commissioner Crawford finds that an industry in the United
States is not materially injured or threatened with material injury by reason of imports of casing and
tubing from Argentina, Austria, Italy, Korea, Mexico, or Spain. Additionally, Commissioner
Crawford finds that an industry in the United States is materially injured by reason of imports of
casing and tubing from Japan. See Separate and Dissenting Views of Chairman Watson and Separate
and Dissenting Views of Commissioner Crawford.

™ Vice Chairman Nuzum dissents with respect to the finding that the domestic industry producing
casing and tubing is materially injured by reason of imports of casing and tubing from Italy. See
Separate and Dissenting Views of Vice Chairman Nuzum.

*  Commissioner Newquist and Commissioner Bragg dissent with respect to the findings as to
imports of casing and tubing from Austria and Spain. See Separate and Dissenting Views of
Commissioner Newquist and Separate and Dissenting Views of Commissioner Bragg.

®  Chairman Watson and Commissioner Crawford find that the domestic drill pipe industry is
materially injured by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate
and Dissenting Views of Chairman Watson and Separate and Dissenting Views of Commissioner
Crawforc.
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SEPARATE AND DISSENTING VIEWS OF
CHAIRMAN PETER S. WATSON

Oil Country Tubular Goods from Argentina, Austria,
Italy, Japan, Korea, Mexico, and Spain

Invs. Nos. 701-TA-363-364 and 731-TA-711-717 (Final)

Based on the record in these final investigations, I determine that the industry in the
United States producing OCTG excluding drill pipe (hereinafter referred to as “casing and
tubing”) is not materially injured nor threatened with material injury by reason of the LTFV
subject imports of casing and tubing from Argentina, Austria, Italy, Japan, Korea, Mexico,
and Spain, and by reason of subsidized imports from Austria and Italy.' I also determine
that an industry in the United States producing drill pipe is materiaily injured by reason of
LTFV imports of drill pipe from Argentina, Japan, and Mexico. With respect to like
product, domestic industries, condition of the industries, cumulation, negligibility of casing
and tubing imports from Austria and Spain, negligibility of drill pipe imports from Austria,
Italy, Korea, and Spain, I join the majority determination of my colleagues.

The Volume of Subject Imports

Although the volume of cumulated subject imports increased between 1992 and 1994,
from a *** percent share in 1992 to a *** percent share in 1994, the increase of ***
percentage points in market share is not significant when considered in the context of a
rapidly expanding market. U.S. consumption of casing and tubing increased by *** percent
between 1992 and 1994, from *** million short tons in 1992 to *** million short tons in
1994, an increase of approximately *** short tons.” By comparison, cumulated imports of
casing and tubing from Argentina, Japan, Korea, and Mexico increased by approximately ***
short tons over the same period.’ Thus, the increase in the level of cumulated subject
imports was significantly smalier than the overall increase in domestic consumption levels for
casing and tubing. Although the corresponding market shares for domestic producers
declined by quantity from a *** percent market share in 1992 to an *** percent market share
in 1994, such declines are also misleading unless they are considered in the context of the
changing market dynamics. Despite the *** percentage point decline in market share, U.S.
producers’ domestic sales and shipments increased noticeably over the same period.* For
these reasons, I do not find that the cumulated volume and market shares of subject imports
from Argentina, Japan, Korea, and Mexico, as weli as the negligible volumes and market
shares of imports from Austria, Italy, and Spain are significant.

' Whether the establishment of an industry in the U.S. is materialiy retarded by reason of the subject
imports is not an issue in these final investigations and will not be discussed further.

2 Table A-3, CR at A-10, PR at A-7.
> Table A-3, CR at A-10, PR at A-7.
* Table A-3, CR at A-11, PR at A-7.
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The Effect of ject Impo n_Domestic Pri

In evaluating the effect of LTFV and subsidized imports of casing and tubing on
domestic prices, I considered whether there has been significant price underselling by subject
imports and whether the imports depress prices to a significant degree or prevent prrce
increases that otherwise would have occurred, to a significant degree.’ Although price
appears 10 be the most important factor in the purchasing decision for OCTG,® differences in
non-price factors, including quahty, inland transportanon costs, and lead delivery times, tend
to limit the usefulness of the prlce comparison data.’ I thus considered the
underselling/overselling data in light of these differences in non-price factors. Margins of
underselling varied greatly by country and by product. Overall, subject imports oversold the
domestic like product in a majority of the cases compared by staff.’

Pricing trends reported by U.S. producers and importers of OCTG from subject
countries varied from product to product, but generally remained stable over the POL’
Although individual product prices varied over the POI, there was no clear overall pattern in
U.s. pnces I note however that U.S. producers unit sales values increased from $594 per
short ton in 1992 to $612 per short ton in 1994."

¥ 19 U.S.C. §1677(7)(C)(ii).

¢ The majority of distributors that completed purchaser questionnaires regard price as the most
important consideration. When asked to list the three most important factors in choosing a supplier for
a particular order, 18 of 33 distributors ranked price in first place while seven purchasers placed quality
in first place and 3 ranked availability first. CR at I-56, PR at I-41.

’ The majority of purchasers that completed questionnaires ranked imports from each of the 7 countries
as being at least comparable in quality to U.S.-produced OCTG. CR at 1-58, PR at 1I-42. Estimates of
inland transportation costs for the majority of producers ranged from 3 to 8 percent of the delivered price
while the majority of importers’ estimates ranged from 1 to 5 percent. CR at I-57, PR at 1I-41-42.
Reported lead times for delivery of OCTG varied widely. For domestic producers, estimated lead times
ranged from 2 days to 3 months. For importers, lead times for products maintained in U.S. inventories
ranged from 1 day to 1 week, while lead times for foreign manufacture orders ranged from 3 to 3-1/2
months for Argentina, 1-1/2 to 5 months for Mexico, 3 to 5 months for Austria and Spain, 2 to 6 months
for Italy and Korea, and 4 to 8 months for Japan. While the majority of all sales of imported OCTG from
Argentina and Mexico are made from inventories maintained in the United States, less thar half of all sales
of imports from Italy, Korea, and Japan, and no sales of imports from Austria and Spain are made from
inventories in the United States. CR at I-57-58, PR at 1[-42.

¢ The data show that prices of cumulated imports from Argentina, Japan, Korea, and Mexico were
lower than domestic prices in 54 quarters and higher in 93 quarters. Figures derived from Tables 23-
36, CR at 1-64-77, PR at 11-47-48.

® Figure 1, EC-5-080 (July 21, 1995) at 1-8.

® Figures derived from Table A-9, CR at A-17, PR at A-12. Although it is not clear whether this
increase in U.S. producers’ unit sales values is due to increasing sales prices or a shift in the product
mix to a higher priced domestic like product, in either case, the domestic industry has been able to
increase its sales revenues.
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The staff’s economic model estimates of price suppress:on by reason of cumulated
subject imports was relatively low, ranging from *** percent to *** percent. ' Based on the
above factors, I find that neither the cumulated subject imports of casing and tubing from
Argentina, Japan, Korea and Mexico, nor the negligible imports from Austria, Italy, and
Spain have had significant adverse effects on domestic prices.

Impact on the Domestic Industry

I do mnot find an adverse impact on the domestic casing and tubing industry by reason
of the cumulated subject imports, or by reason of subject imports found to be negligible.
Although the domestic industry’s operating losses were significant, there is an insufficient
causal link between the performance of the domestic industry and the subject imports.
Domestic producers’ operat:ng losses diminished from 1992 to 1994, as sales quantities and
unit sales values improved concurrently with increases in demand for casing and tubing.”
Demand for casing and tubing increased by approximately *** short tons from 1992 to 1994,
with U.S. producers capturing the majority of this increase. While U.S. producers’
operating losses are clearly s:gmﬁcant such losses have been decreasing despite the modest
increases in subject imports.” Other factors may have contributed to such losses. In

% Figures derived from EC-5-079 (July 20, 1995) at 4, In assessing the price effects of LTFV and
subsidized imports, I also considered the elasticity of demand for the domestic like product, the elasticity
of domestic supply, the substitutability between subject imports and the domestic like product, and other
competitive factors. 1 find that the domestic market for casing and tubing is only moderately price
sensitive. Although demand for casing and tubing is relatively inelastic (i.e., demand does not change
much with changes in price) and the domestic product and subject imports appear to be reasonably good
substitutes, the supply elasticity of the domestic industry is relatively high and the degree of competition
within the domestic industry appears to be significant. The domestic mini-mills appear to be a significant
pnce-restrmmng competitive factor in the domestic industry. Based on these factors, I conclude that the
mcreasmg. but insignificant, quantity of subject imports over the period examined have not had adverse
price effects on the domestic industry.

% Table A-9, CR at A-17, PR at A-12.

® The respondents indicate that between 1984 and 1992, there was a “severe depressmn in demand
for OCTG caused by low oil and gas prices. Respondents’ Joint Prehearing Brief at 1. Evidence indicates
that the annual consumption of OCTG depends on the level of drilling activity, which is determined by
a number of factors, including the price of oil and gas. Oil drilling activities in the U.S. declined from
1991 to 1992, but increased in 1993 and 1994. An increase in natural gas prices in 1993 in response to
two extremely cold winters on the East Coast encouraged this increase in drilling activity. EC-S-066 (June
20, 1995) at 11.

¥ Of this total, U.S. producers captured approximately **# short tons, while all subject imports
captured approximately *** short tons. Thus, U.S. producers captured approximately *** percent of this
increase, while subject imports captured approximately *** percent and non-subject sources captured the
remaining *** percent. Figures derived from Table A-3, CR at A-10-11, PR at A-7.

¥ The market shares of cumulated subject imports increased from *** to *** percent from 1992 to
1994, while the domestic industry experienced a significant improvement over the same period, as
indicated by the following: the number of U.S. production workers increased from 3,317 to 4,201;
domestic sales quantities improved by 27.3 percent; operating losses were reduced by approximately 50
percent; domestic hourly compensation increased from $17.70 to $18.26; U.S. producers’ domestic
shipments increased by *** percent; productivity improved from *** in 1992 to *** in 1994. Tables A-
3 and A-9, CR at A-10 and A-17, PR at A-7 and A-12.
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addition, the revenue effects on the domestic industry by reason of subject casing and tubing
was relatively minimal.” Thus, I find that there is an insufficient causal link between such
losses and the subject imports.

Imports of Casing and Tubing from Italy are Nepligible

I also find that the volume and market share of Italian imports of casing and tbing
are negligible and have no discernable adverse impact on the domestic industry. Market
share of Italian imports ranged from an insignificant figure in 1992 to a *** percent share in
1993 to a *** percent share in 1994 to a *** percent share in 1995. In addition, the record
demonstrates that the spike in the 1993 market share was caused by an isolated shipment of
OCTG which was *** due to extraordinary circumstances.™

No Threat_of Material ln'jgg by Reason of LTFV and Subsidized Imports

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and price effects of such imports if they compete with each other and the domestic
like product.” In addition, the Commission considers whether the imports are increasing at
similar rates in the same markets, whether the imports have similar margins of underselling
or pricing patterns, and the probability that imports will enter the United States at prices that
would have a depressing or suppressing effect on domestic prices of that merchandise.” 1
have determined to exercise my discretion not to cumulate any of the subject imports in these
investigations for 2 number of reasons. First, subject imports from Japan do not compete to
a large extent with subject imports from Argentina, Austria, Italy, Korea, Mexico, and
Spain.* Second, as discussed above in the pricing section, there is a noticeable lack of
uniformity of pricing trends among all the subject countries.” Third, the volume and market
penetration trends vary somewhat among the subject countries.” Fourth, the market shares
of imports from Austria, Italy, and Spain were extremely low during the period examined.*

% (...continved) ’

% There appears to be a shift in the structure of the domestic industry away from integrated producers
of OCTG (such as USX) to lower cost minimills. Respondents’ Joint Prehearing Brief at 4-6. This shift
may be contributing to the level of competition among domestic producers.

" For casing and tubing, revenue suppression by the cumulated imports ranged from *** o ***
percent. Figures derived from EC-5-079 (July 20, 1995) at 4.

¥ e Dalmine’s Pre-Hearing Brief at 4-6.

® 19 U.S.C. §1677(7)F)iv).

® See Torrington v. United States, 790 F. Supp. 1161, 1172 (Ct. Int’l Trade 1992), aff°d, 991 F.2d
809 (Fed. Cir. 1993); Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741-42 (Ct.

Int']l Trade 1989); Asociacion Colombiana de Exportadores de Flores v, United States, 704 F. Supp.
1068, 1072 (Ct. Int’l Trade 1988).

# See Table 21, CR at I-51, PR at II-37.

2 See EC-S-080 (July 21, 1995)

# Market share for Argentina declined overall from 1992 to 1994 while market shares for imports
from Japan, Korea, and Mexico all increased over the same period. Table A-3, CR at A-10, PR at A-7.

* Table A-3, CR at A-10, PR at A-7.
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Section 771(7)(F) of the Act directs the Commission to determine whether a U.S.
industry is threatened with material injury by reason of imports “on the basis of evidence that
the threat of material injury is real and that actual injury is imminent.” The Commission is
not to make such a determination “on the basis of mere conjecture or supposition.™ The
increase in demand for OCTG casing and tubing over the PQI, and the consequently
favorable and improving performance of the domestic industry were significant factors
weighing against a finding of a threat of material injury. In addition, the record does not
indicate that subject imports have had significant adverse price effects in this market. With
these factors in mind, I considered the subject imports from each country on a non-cumulated
basis.

Regarding Argentina, although exports to the U.S. *** from 1992 to 1994, exports t0
other markets ***, and shipments to the home market ***.* In addition, end-of-period
inventory levels of U.S. importers *** while market shares of subject imports in the U.S.
market *:*.2’ Production capacity *** and capacity utilization *** in 1994 from *** percent
in 1992, :

Regarding subject imports from Austria, Italy, and Spain, the volumes and market
shares of imports from these countries were negligible over the POL.® Importers’ inventory
levels for all three countries were iow and declining.® For Austria, production and
production capacity ***, while capacity utilization rate *** in 1994.* Although Austrian
exports to the U.S. *** from 1992 to 1994, Austrian market share in the U.S. never
exceeded *** percent over the same period.” For Italy, production and production capacity
**x hetween 1992 and 1994, while the capacity utilization rate *** in 1994.® While the ***
in Italian OCTG exports to the U.S. may be significant on a percentage basis, on an absolute
basis, the volume was not significant. Although Italian market share *** of the U.S. market
during 1993, this appears to be a one-time event.* For Spain, although production and
capacity *** over the PQOI, the 1994 figures are still relatively small when compared to the
overall size of the U.S. market.” Spanish OCTG market penetration in the U.S. never
exceeded *** percent between 1992 and 1994 %

B 19 U.S.C. §1677(7)(F)(ii). An affirmative threat determination must be based upon “positive
evidence tending to show an intention to increase the levels of importation.” Metallverken Nederland
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp.
v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’l Trade 1984), aff’d sub nom., Armco, Inc. v. United
States, 760 F.2d 249 (Fed. Cir. 1985).

* Table E-2, CR at E-3, PR at E-3.
7 Table A-3,.CR at A-10, PR at A-7.
# Table E-2, CR at E-3, PR at E-3.
® Table A-3, CR at A-10, PR at A-7.
30

End-of-period inventories of U.S. importers of Spanish OCTG were *** in 1994; Austrian OCTG
declined to *** short tons in 1994; and Italian OCTG declined to *** short tons in 1994 from *** short
tons in 1992. Table A-3, CR at A-10, PR at A-7.

# Table 14, CR at I-38, PR at 1I-30.

Table A-3, CR at A-10, PR at A-7.

Table 15, CR at 1-39, PR at [I-30.

Italian Respondent’s Post-Hearing Brief at 2-3,

Compare Table 19, CR at 141, PR at II-35 and Table A-3, CR at A-10, PR at A-7.
Table A-3, CR at A-10, PR at A-7. ‘

g B ¥ B
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Regarding subject imports from Japan, end-of-period inventories of U.S. importers,
production, and production capacity all declined over the POL.” Capacity utilization
increased to *** percent in 1994, and to *** percent during interim 1995* Although
exports to the U.S. approximately doubled over the POI, given the capacity utilization rate
and the lack of any current significant adverse price effects, imports from Japan do not pose
an imminent threat to the domestic industry.”

Regarding subject imports from Korea, production and capacity both increased
noticeably, but was relatively minor on an absolute basis.* Although exports to the U.S.
increased along with production, capacity utilization levels increased significantly, to ***
percent in 1994 from *** percent in 1992." Based on projected declines in production
capacity in 1995 and the current capacity utilization levels, it is unlikely that imports from
Korea will be able to make a significant adverse impact on the U.S. industry in the near
future.

Regarding subject imports from Mexico, production increased by approximately ***
short tons between 1992 and 1994 while production capacity declined by approximately ***
short tons between 1992 and 1994, and capacity utilization levels ***.° Exports to the U.S.
increased *** over the same period.® Despite such increases, when considered in the context
of the U.S. market which is experiencing a significant surge in demand, 1 find that the
likelihood of non-cumulated Mexican casing and tubing imports having a significantly adverse
effect on the domestic industry in the near future to be minimal,

Accordingly, for the reasons stated above, I find that the domestic OCTG casing and
tubing industry is not threatened with material injury by reason of subject imports from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain.

Material Injury by Reason of LTFV Imports of Drill Pipe from Argentina, Japan, and
exi

In making its material injury determination, the Commission is required to consider
the volume of imports, their effect on prices for the like product, and their impact on
domestic producers of the like product.* For the reasons discussed in the Views of the
Commission, 1 cumulate imports of drill pipe from Argentina and Mexico but not Japan.

¥ Tables A-3 and E4, CR at A-10, PR at A-7, and CR at E-4, PR at E-3.
* Table E4, CR at E-4, PR at E-3.

» Id.

“ Table 17, CR at 140, PR at II-30.

a m

2 Table E-6, CR at E-5, PR at E-3.

) Hd.

4

19 U.S.C. §1677(7)(B)(Q). However, such considerations may only be in the context of U.S.
production operations. The Commission may also consider such other economic factors as are relevant
to the determination, but must identify each such factor and explain its relevance to the determination.
19 U.S8.C. §1677(7)(B).
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The Volume of Subject Imports

The increase in the volume and market share of subject imports of drill pipe was
significant. Cumulated subject imports from Argentina and Mexico increased from a ***
percent share in 1992 to a *** percent share in 1994.“ Shares for Japanese imports
increased from a *** percent share in 1992 to a *** percent share in 1994.% Conversely,
domestic producers’ market share declined significantly, from a’ *** percent share in 1992 to
a *** percent share in 1994, a decline of *** percentage points.” Thus, it appears that all of
the market share gains by the cumulated subject imports from Argentina and Mexico, as well
as imports from Japan came at the expense of the domestic producers. In addition, staff’s
economic estimates of volume suppression by reason of cumulated subject imports from
Argentina and Mexico ranged from *** percent to *** percent, while volume suppression by
reason of Japanese imports of drill pipe ranged from *** percent to *** percent. For these
reasons, I find a significant volume effect by reason of the subject imports from Argentina,
Japan, and Mexico. .

Effect of Subject Imports on Domestic Prices

In evaluating price effects, I considered the elasticity of demand for the domestic like
product, the elasticity of domestic supply, the elasticity of substitution, and other competitive
factors. I find that the domestic market for drill pipe is also moderately price sensitive. As
with casing and tubing, I find the demand for drill pipe to be relatively inelastic and the
domestic product and subject imports appear to be reasonably good substitutes. In addition,
the supply elasticity of the domestic industry is relatively high and the degree of competition
within the domestic industry appears to be significant. However, in light of the significant
volumes and increases in drill pipe imports, I find that the cumulated drill pipe imports from
Argentina and Mexico, as well as the drill pipe imports from Japan have had adverse price
effects on the domestic industry. ©

&

Table A-2, CR at A-7, PR at A-7.

1d.

7 1d.

* Figures derived from EC-5-079 (July 20, 1995) at 4.

The economic estimates of price suppression caused by cummiated imports from Argentina and
Mexico ranged from *** to *** percent while comparable figures for Japanese imports ranged from ***
to »+* percent. Figures derived from EC-S-079 (July 20, 1995) at 4.

* 1 also considered the underselling/overselling data and any other evidence of price depression
and/or suppression. With respect to prices reported by U.S. producers and importers, subject imports
from Argentina and Mexico undersold the domestic like product in 2 out of ¢ instances. Table 37, CR
at I-78, PR at II-48. With respect to imports from Japan, underselling was evident in all 3 comparisons
made, Table 38, CR at I-79, PR at II-48. Thus, the cumulated subject imports from Argentina and
Mezxico appear to be overselling most often whereas the subject imports from Japan appear to be
predominantly underselling the domestic like product. In addition, domestic prices for products 12 and
13 both declined noticeably over the POl. Tables 37 and 38, CR at I-78-79, PR at 48.

3

3
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Impact on the Domestic Industry

I find an adverse impact on the domestic drill pipe industry by reason of the
cumulated subject imports from Argentina and Mexico as well as by subject imports from
Japan. Despite the significant increase in demand for drill pipe between 1992 and 1994,
U.S. drill pipe prices declined noticeably.” While the domestic producers were able to
capture some of the increase in domestic demand for drill pipe, as reflected in the increase in
their sales quantities and domestic shipments, the subject imports captured the majority of the
increased demand.® In addition, the improvement in U.S. producers’ gross profits and
operating income is attributable largely to improvements in unit COGS between 1992 and
1994.* While U.S. producers’ production and production capacity improved over the POI,
the increases were minor when considered in the context of the increasing market demand.™
In addition, revenue suppression figures were relatively high for Japan. Revenue suppression
by reason of cumulated imports from Japan ranged from *** percent to *** percent while
comparable figures for imports from Argentina and Mexico ranged from *** percent to ***
percent.® Based on the above considerations, I find an adverse impact on the domestic drill
pipe industry by reason of the cumulated subject imports from Argentina and Mexico as well
as by subject imports from Japan.

1 U.S. consumption of drill pipe increased by *** percent between 1992 and 1994, from *** short
tons in 1992 to *** short tons in 1994. Table A-2, CR at A-7, PR at A-7.

%2 Tables 37 and 38, CR at I-78-79, PR at I148.
% See Table A-2, CR at A-7, PR at A-7.

¥ Table A-7, CR at A-15, PR at A-10.

% Table A-2, CR at A-7, PR at A-7.

5%

Figures derived from EC-5-079 (July 20, 1995) at 4. While the revenue suppression figures for
cumulated imports from Argentina and Mexico are relatively modest, this was the enly factor weighing
against an affirmative determination on cumulated imports of drill pipe from Argentina and Mexico.
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SEPARATE AND DISSENTING VIEWS OF
VICE CHAIRMAN JANET A. NUZUM

Investigations Nos. 701-TA-363-364
and 731-TA-711-717 (Final)

I join the majority of my colleagues in most of these determinations. This opinion
presents my separate views on the lack of present injury to domestic drill pipe producers by
reason of drill pipe imports from Argentina, Japan and Mexico.

I disagree with the majority of my colleagues in two cases, instead making negative
determinations with respect to both the antidumping and the countervailing duty investigations

of imports of casing and tubing from Italy. This opinion also presents my dissenting views
with respect to those findings.

I Separate views on imports of drill pipe from Argentina, Mexico and Japan: present
injury analysis, ’

Based on the record in these final investigations, 1 find that the U. S. industry
producing drill pipe is not materially injured by reason of subject imports from Argentina,
Japan and Mexico. As explained in the Views of the Commission, I did not cumulate the
subject imports from Japan with the subject imports from Argentina and Mexico, but did
cumulate imports from the latter two countries with each other.

Imports of drill pipe from Japan increased between 1992 and 1994, and between
January-March 1994 and January-March 1995, in terms of both volume and market share.'
These increases reflect both the low initial level of drill pipe imports in 1992 and the
fluctuating, but generaliy increasing, level of drill pipe consumption in the United States over
this period of time.?

Similarly, the volume of drill pipe imports from Argentina and Mexico *** between
1992 and 1994. These imports then *** between January-March 1994 and January-March
1995. This trend, although differing in magnitude, was in accord with the trend in apparent
U.S. consumption of drill pipe over this period.’

On balance, I find that increases in imports of drill pipe from Japan, as well as from
Argentina and Mexico, reflect increased consumption during the period examined. In the
finat full year examined -- 1994 -- both the cumulated imports and the imports from Japan
increased as domestic shipments declined. Although this factor did not ultimately lead to me
conclude that the domestic industry is experiencing present material injury by reason of the
subject imports, it did contribute to my affirmative threat determinations.

' Imports of drill pipe from Japan increased from *** tons in 1992 to *** tons in 1994, and from
*¥* tons to *** tons in the interim periods. Although the market share held by drill pipe from Japan
also increased between 1992 and 1994 and between interim periods, 1 note that the share held in
Janvary-March 1995 was virtually identical to that held in 1992. Table A-2, CR at A-7, PR at A-7.

' .

* Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Argentina and Mexico increased
from *** short tons in 1992 to *** short tons in 1994, but fell from *** short tons to *** short tons
between the interim periods. Similar trends --increases from low levels between 1992 and 1994,
followed by noticeable declines between the interim periods -- were apparent in the value of drill pipe

imports from Argentina and Mexico and in the market share (by volume and by value) held by these
imports.
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U.S. prices for drill pipe declined during the period examined.® Available data
indicate that prices of Argentine and Mexlcan drill pipe also declined, but consistently
oversold comparable domestic products.’ Limited observatlons of Japanese drill pipe prices
showed no particular trend, and small margins of underselling. Cost data for the domestlc
industry reveal that costs of production for drill pipe declined overall during 1992-94.
Indeed, costs of goods sold as a percent of revenues declined in 1993 and were stable in
1994, It is unclear, therefore, that competition from either Japanese drill pipe or Argentine
and Mexican drill pipe was a significant factor in the observed price declines. The record,
therefore, does not support a conclusion of either significant underselling or significant price
suppression/depression for either imports from Japan or the cumulated imports from
Argentina and Mexico.

Despite the volumes and increases in volumes of the subject imports, 1 conclude that
the domestic industry producing drill pipe is not experiencing present material injury by
reason of the subject imports. As discussed in the Views of the Commission, the ﬁnanc:al
and operating performance of the domestic drill pipe industry are currently favorable.®
However, increases in the volume of subject imports, the decline in domestic shipments
experienced in 1994,” and the erosion of domestic market share are indications of the
vulnerability of this industry to continued increases in LTFV imports from Argentina, Japan
and Mexico.

. Dissenting views on imports of casing and tubing from Italy: application of
negligible imports exception to cumulation.

The application of the negligible imports exception to cumulation begins with an

. analysis of the volume of imports being examined. The volume of U.S. imports of Italian
casing and tubing increased from a minuscule base from 1992 to 1993." but then declined
substantially in 1994." These imports virtually disappeared from the market in interim 1995,
with the imposition of preliminary bonding requirements.” Italian market share by volume

Tables 37 and 38, CR at I-78, PR at 1]-48.
 Table 37, CR at I-78, PR at 1148.

¢ Table 38, CR at I-79, PR at 11-48.

7 See Table A-7, CR at A-16, PR at A-10.

Operating income increased by 58.8 percent between 1992 and 1994 and by 14.7 percent
between interim 1994 and 1995. Table A-7, PR at A-10; CR at A-15.

? The quantity of domestic sales declined by 12.8 percent between 1993 and 1994 and by 23.0
percent between the interim periods. Table A-7, PR at-A-10; CR at A-15.

' Contributing to this increase in imports of casing and tubing from ltaly in 1993 was ***

Prehearing brief of Italian respondents at 4-5. This would appear to be an usual circumstance that did
not reflect normal marketing of Italian casing and tubing in the U.S. market.

"' These imports totalled only *** tons in 1992, but jumped to *** tons in 1993. The volume of
Italian casing tubing then fell nearly *** to *** tons in 1994. Table A-3, CR at A-10, PR at A-7,
I See Table A-3, CR at A-10, PR at A-7. See also CR at I-3, PR at 1I-3 (Commerce’s

preliminary countervailing duty determination for Italy issued on Dec. 2, 1994, and the preliminary
LTFV determination for Italy issued on Feb. 2, 1995).
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also irlxscreased in 1993, although it remained small, and declined to less than *** percent in
1994.

The degree of competition between Italian and domestic product appears to be
attenuated by channels of distribution The record indicates that the imports from Italy are
concentrated in larger diameters.” Distributors that handle the bulk of unports from Italy
appear to have limited access to domestic product of similar dimensions.'

I have closely examined the pricing data for Italy for evidence of any significant
adverse impact on the domestic industry. I note that the underselling observed was for
products with relatively small volumes of U.S. sales, whereas the overselling was for
products with relatwely large volumes of U.S. sales.” This suggests that underselling by
Italy had a relatively minor competitive impact on prices for the like product Although the
record contains isolated instances of underselling and price competition,” any impact on
domestic prices of the low volume of imports from Italy would necessarily be small. On
balance, the evidence does not persuade me that imports of casing and tubing from Italy had
a discernible adverse effect on domestic prices for the like product.

Based on the consistently small market share of imports from Italy which declined in
the most recent full year examined, and lack of convincing evidence of an adverse price
effect, I find that imports of casing and tubing from Italy were negligible and had no
discernible adverse impact on the domestic industry. 1 therefore decline to cumulate the
imports of casing and tubing from Italy with the imports from other subject countries.

Having decided not to cumulate, I now turn to an analysis of the impact of the
imports of casmg and tubing from Italy on the domestic industry. Based on their cons1stently
low quantities” and market share,” I find that the volume of imports of Italian casing and

tubing was not significant. As I observed above, ltalian casing and tubing” appears to have
had no adverse impact on prices for the like product, notwithstanding the underselling. 1
therefore conclude that the underseliing was not significant, and that Italian prices did not
significantly depress or suppress domestic prices.

Although I find that the cumulated subject imports are causing material injury to the
domestic producers of casing and tubing, I do not find that imports from Italy, considered
alone, have any such injurious impact. The performance of the domestic industry, although
poor, was not affected to any significant degree by imports of Italian casing and tubing.

3 Ytalian market share was *** in 1992, then increased to *** in 1993. The volume of Italian
casing tubing declined in 1994 at a significantly greater rate than did apparent consumption. Italian
market share in 1994 was therefore only ***. Table A-3, CR at A-10, PR at A-7.

¥ 1t is true that imports from Italy were neither isolated not sporadic. See CR at I-50, PR at II-
37; CR at 1-52, PR at ]I-38.

¥ Table 21, CR at I-51, PR at 1]-37.
¥ Prehearing brief of Italian respondents at 11-13.

7 Compare tables 23 and 36 (consistent underselling, products la and 11ia) with table 35

(consistent overselling, product 10). See also tables 25 and 32 (mixed underselling/overselling,
products 3a and 7a).

Some of the underselling is attributed to the *** See Prehearing brief of Italian respondents
at 20.

* See CR at 1-93-96, PR at [1-51-55. [ note that these lost sales/revenue allegations were not
spec,lﬁcally confirmed, although the purchases indicated that they likely were valid.
See supra n.1l.
See supra n.13.
# See tables 39, 40, 44, 46. §

2

o table 45.
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1 also conclude that the domestic industry is not threatened with material injury by
reason of imports of casing and tubing from Italy. The volume of imports has been
insignificant, and declined in the most recent full year examined.® Although exports to the
United States may well increase somewhat with the imposition of antidumping and
countervailing duties on other imported casing and tubing, it would be speculative to presume
that the traditionally small volumes of Italian casing and tubing will imminently rise to
injurious levels.

The imports likewise did not depress or suppress, to a significant degree, prices for
the domestic product. The record provides no basis for concluding that future price effects
of Italian casing and tubing will likely have such a price depressing or suppressing effect,
even at somewhat increased volumes,

Italian capacity to produce casing and tubing has declined in recent years, and
capacity utilization increased slightly.” The United States was a relatively minor market for
Italian casing and tubing in 1994. Again, excess capacity may be utilized in increased
production for the U.S. market, but it would be speculative to conclude that imports will rise
to injurious levels. Importers’ inventories of kalian OCTG were very low.™

In sum, I find that the imports of casing and tubing from Italy were of such minor
volume and impact on domestic prices and revenues, that the domestic industry producing
casing and tubing is neither materially injured nor threatened with material injury by reason
of subject imports from Italy.

2 See supra n.ll.

? Information on the Italian industry producing casing and tubing is presented in table 15, CR at I-
39, PR at II-30. These data do not break out drill pipe, which was a tiny portion of Italian OCTG

exports. Compare data on imports from Italy in table A-2 (drill pipe only) with table A-3 (other
OCTG). CR at A-7 and A-10, PR at A-7.

* Table 12, CR at 1-36, PR at II-28.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER DON E. NEWQUIST

I concur with my colleagues that the domestic industry producing casing and tubing is
currently experiencing material injury by reason of imports of this product which are
subsidized and/or sold in this country at less than fair value, but, unlike the majority of my
colleagues, I have reached my affirmative determinations by cumulating imports from all
subject countries.

Similarly, while I concur with my colieagues that the domestic industry producing
drill pipe is threatened with material injury by reason of subject imports, unlike my
colleagues, I reach that determination by cumulating imports from Argentina, Japan and
Mexico. Therefore, since my analytical framework differs significantly from that of my
colleagues and causes me to reach different cumulation determinations, I present separate
views on this issue.

I. CUMULATION
A. Legal Framework

. The statute requires that I cumulatively assess the subject imports if: (i) there is
competition between the subject imports themselves and the domestic like product;' and (ji)
no one country’s imports are negligible and without discernible adverse impact on the
domestic industry.’

As I explained in the Flat-Rolled Carbon Steel investigations,’ I view this language to
require scrutiny of primarily geographic and temporal competition between the subject
imports and the domestic like products; assessing competition on the basis of the
substitutability of these products is a lesser consideration. Nowhere does the cumulation
provision state that competition is a function of interchangeability based upon the imported

! 19 U.8.C. § 167H(N(CYiv)T). In addition, I need find only a "reasonable overiap” of
competition. Fundicao Tupy, S.A_ v. United States, 678 F. Supp. 898, 902 (Ct. Int’] Trade 1988},
aff'd, 859 F.2d 915 (Fed. Cir. 1988).

! 19 U.S.C. § 1677(NC)(V).
*  USITC Pub. 2616 {August 1993).

‘ My interpretation of this language also reflects my interpretation of the Commission’s
traditiopal four factor "competition for cumulation” test. This four factor test has generally been
articulated as follows:

(1) the degree of fungibility between the imports from different countries and between
imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

(2) the presence of sales or offers to sell in the same geographic markets of imports
from different countries and the domestic like product;

(3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.

See, e.g., Certain Cast fron Pipe Fittings from Brazil, Korea. and Taiwan, Invs. Nos, 731-TA-278-

280 (Final), USITC Pub. 1845 (May 1986), aff’d, Fundicac Tupy. S.A. v. United States, 678 F.
"Supp. 898, 902 (Ct. Int’] Trade 1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988).
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and domestic products’ characteristics and uses. Such competition is appropriately addressed
in the like product analysis.’

In my view, once a like product determination is made, that determination establishes
some inherent level of fungibility within that like product. Only in exceptional circumstances
could I anticipate finding products to be "like,” and then turn around and find that, for
purposes of cumulation, there is no reasonable overlap of competition based upon some
roving standard of fungibility.

In these final investigations, I concur with the majority analysis finding that a
reasonable overlap of competition exists between imports of casing and tubing from
Argentina, Italy, Japan, Korea, and Mexico and the domestic like product. However, unlike
my colleagues, I do not find that imports from Austria and Spain are negligible and without
discernible adverse effects within the meaning of the statute.’ For the reasons stated above, I
also disagree with my colleagues’ finding that imports of drill pipe from Japan do not
compete on the basis of a lack of a sufficient degree of fungibility between subject imports
and the domestic like product. I address each of these points separately below.

B. Casing and Tubin

1. Austria

a. Reaspnable Overlap of Competition

I find that there is a reasonable overlap of competition between imports from Austria,
the subject imports, and the domestic like product. Austrian OCTG was imported into the
U.S. in every full year of the period of investigation, and was concentrated in the same
geographic regions as domestic OCTG and imports from the other subject countries.’

b. Negligibility

I decline to find Austrian imports of OCTG to be negligible. Imports of OCTG from
Austria surged from *** short tons in 1992 to *** short tons in 1993, before dropping
slightly to *** short tons in 1994.® By quantity, Austrian OCTG accounted for *** of
domestic consumption in 1992, *** in 1993, and *** in 1994’ In interim 1994, the
Austrian share of domestic consumption stood at ***. These levels of import penetration
correspond to similar levels which I have previously found not to be negligible in
investigations involving related products."

5 See 19 U.S.C. § 1677(10).

¢ 1 note that the dumped imports of casing and tubing from Austria and Italy are precisely those
covered by the countervailing duty investigation. Accordingly, cross-cumulation, which our reviewing
court has held to be mandated by the statute, is not an issue in these investigations. See Bingham &
Taylor v. United States, 673 F. Supp. 793 (Ct. Int'l Trade 1986), aff’d, 815 F.2d 1482 (Fed. Cir.
1987).

? PR at II-37 and II-38; CR at I-50 and I-52.
Table A-3, PR at A-7; CR at A-10.
I
* 14

Certain Carbon Steel Butt-Weld Pipe Fittings, USITC Pub. 2870 (April 1995); See also,
Certain Flat-Rolled Carbon Steel Products, USITC Pub. 2664 (August 1993).
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Based on the foregoing, 1 find it appropriate to cumulate imports from Austria.
2. Spain
a. Reasonable Overlap of Competition

I find that there is a reasonable overlap of competition between imports from Spain,
the subject imports, and the domestic like product. Spanish OCTG was imported into the
U.S. in every year of the period of investigation, and was concentrated in the same
geographic regions as domestically-produced OCTG and imports from the other subject
countries."

b. Negligibilit

I decline to find imports of OCTG from Spain to be negligible. Imports of OCTG
from Spain increased dramatically from *** short tons in 1992 to *** short tons in 1993,
before dropping slightly to *** short tons in 1994."” By quantity, Spanish OCTG accounted
for *** of domestic consumption in 1992, *** in 1993 and 1994, and increased its share of
the market during the interim 1994-95 period.” These levels of import penetration
correspond to similar levels which I have previously found not to be negligible in
investigations involving related products."

Based on the foregoing, I find it appropriate to cumulate imports from Spain.

C. Drill Pipe

I concur with my colleagues” finding that imports of drill pipe from Austria, Italy,
Korea and Spain are negligible. I also concur with my colleagues’ determination that drill
pipe imports from Argentina, Japan and Mexico were all simultaneously present and sold in
the same geographic markets within the United States, and find that imports from those three
countries are not negligible and without discernible adverse effect.'

However, based on my analytical framework as set forth above, I disagree with my
colleagues’ finding that a lack of sufficient fungibility precludes cumulation of Japanese
imports. In these investigations the Commission’s like product determination established an
inherent level of fungibility between the Japanese product, other subject imports, and the
domestic like product. In fact, the Commission carefully considered the relative distinctions
between heavy-weight drill pipe ("HWDP") and standard-weight drill pipe ("SWDP") in its
like product determination and concluded that such distinctions were not sufficient to warrant
a separate like product finding. See supra notes 29-32 and accompanying text. I therefore

2 PR at II-37 and 1I-38; CR at I-50 and 1-52.

B Table A-3, PR at A-7; CR at A-10.

R (< B

Certain Carbon Steel Buti-Weld Pipe Fittings, USITC Pub. 2870 (April 1995); See also,
Certain Flat-Rolled Carbon Steel Products, USITC Pub. 2664 (August 1993).

“  Imports of drill pipe from Japan increased by *** in terms of quantity from 1992 to 1994,
and Japanese imports accounted for an increasing portion of domestic consumption between 1992 and
1994, reaching *** market share in 1994. Table A-2, PR at A-7; CR at A-7. Such import
penetration levels preclude me from considering Japanese imports to be negligible.

I-59



fail to comprehend how, for purposes of cumulation, my colleagues reached the exact
opposite conclusion regarding the same distinctions between HWDP and SWDP.

Based on the inherent fungibility of Japanese imports with the domestic like product
and other subject imports, and in light of the fact that Japanese imports simultaneously
competed in the same geographic markets with the domestic like product and with Argentine
and Mexican imports, I conclude that a reasonable overlap of competition exists to warrant
cumulation of Japanese imports with Argentine and Mexican imports.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER CAROL T. CRAWFORD

I concur for the most part with my colieagues in the majority regarding discussion of
like product, domestic industries, condition of the industries, negligibility of casing and
tubing imports from Austria and Spain, and cumulation of drill pipe imports. Certain
differences are noted in the majority opinion. My analytical framework and full separate and
dissenting views and my views on like product, cumulation, and injury are presented here.

I MMARY

Two Like Products. I concur with the majority that there are two like products,
consisting of casing and tubing, and of drill pipe.

Casing and Tybing. I cumulate subject imports from Argentina, Korea, and Mexico,
but do not cumulate subject imports from Japan. 1 find subject imports from Austria, Italy,
and Spain to be negligible.

On the basis of information obtained in these final investigations, I determine that an
industry in the United States is materially injured by reason of imports of casing and tubing
from Japan found by the Department of Commerce (*DOC”) to be sold at less-than-fair-
value (“LTFV"). I further determine that an industry in the United States is not materiaily
injured or threatened with material injury by reason of imports casing and tubing from
Argentina, Austria, Italy, Korea, Mexico, or Spain that are subsidized or sold at LTFV.

Drill Pipe. I concur with the majority and cumulate subject imports from Argentina
and Mexico, but do not cumulate subject imports from Japan. Because there were no subject
imports of drill pipe in 1994 from Austria, Italy, Korea, or Spain, I make a negative
determination regarding these countries.

On the basis of information obtained in these final investigations, I determine that an
industry in the United States is materially injured by reason of imports of drill pipe from
Argentina, Japan and Mexico sold at LTFV. 1 further determine that an industry in the
United States is not materially injured or threatened with material injury by reason of
imports of drill pipe from Austria, Italy, Korea, or Spain that are subsidized or sold at

LTFV.
1L ANALYTICAL FRAMEWORK

In determining whether a domestic industry is materially injured by reason of the
subsidized or LTFV imports, the statute directs the Commission to consider:

@ the volume of imports of the merchandlse which is the subject of the
investigation,

an the effect of imports of that merchandise on prices in the United States for
like products, and
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(1)  the impact of imports of such merchandise on domestic producers of like
products, but only in the context of production operations within the United
States . . . .

In making its determination, the Commission may consider “such other economic
factors as are relevant to the determination.”™ In addition, the Commission “shall evaluate all
relevant economic factors which have a bearing on the state of the industry ... within the
context ofsthe business cycle and conditions of competition that are distinctive to the affected
industry.”™ '

The statute directs that we determine whether there is "material injury by reason of
the dumped or subsidized imports.” Thus we are called upon to evaluate the effect of
dumped or subsidized imports on the domestic industry and determine if they are causing
material injury. There may be, and often are, other "factors” that are causing injury. These
factors may even be causing greater injury than the dumping or the subsidies. However, the
statute does not require us to weigh or prioritize the factors that are independently causing
material injury to the domestic industry. Rather, the Commission must determine whether
any injury “by reason of” the dumped or subsidized imports is material. That is, the
Commission must determine if the subject imports are causing material injury to the domestic
industry. “When determining the effects of imports on the domestic industry, the

Commission must consider all relevant factors that can demonstrate if unfairly traded imports
materially injurin, mestic ind .7 1t is important, therefore, to assess the

effects of the dumped or subsidized imports in a way that distinguishes those effects from the
effects of other factors unrelated to the dumping or subsidies. To do this, | compare the
current condition of the industry to the industry conditions that would have existed without
the dumping or subsidies, that is, had subject imports all been fairly priced. I then determine
whether the change in conditions constitutes material injury. The Court of International
Trade has held that the “statutory language fits very well” with my mode of analysis.’

In my analysis of material injury, I evaluate the effects of the dumping or subsidies
on domestic prices, domestic sales, and domestic revenues. To evaluate the effects of the
dumping or subsidies on domestic prices, I compare domestic prices that existed when the
imports were dumped or subsidized with what domestic prices would have been if the _
imports had been priced fairly. Similarly, to evaluate the effects of dumping or subsidies on
the quantity of domestic sales,’ I compare the level of domestic sales that existed when
imports were dumped or subsidized with what domestic sales would have been if the imports
had been priced fairly. The combined price and quantity effects translate into an overall
domestic revenue impact. Understanding the impact on the domestic industry’s prices, sales
and overall revenues is critical to determining the state of the industry, because the impact on
other industry indicators (e.g., employment, wages, etc.) is derived from the impact on the
domestic industry’s prices, sales, and revenues.

19 U.S.C. § 1677(7XBXD).

19 U.S.C. § 1677(7XB)ii).

19 U.S.C. § 1677(7XB)(iii).

S. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987)(emphasis added).

U.S. Steel Group v, United States, 873 F.Supp. 673, 695 (Ct. Int’] Trade 1994), appeal
docketed, No. 95-1245 (Fed. Cir. March 22, 1995).

¢ In examining the quantity sold, I take into account sales from both existing inventory and new
production.

a W N =

5
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I then determine whether the price, sales and revenue effects of the dumping or
subsidies, either separately or together, demonstrate that the domestic industry would have
been materially better off if the imports had been priced fairly. If so, the domestic industry
is materially injured by reason of the dumped or subsidized imports.

I CONDITIONS OF COMPETITION IN THE CASING AND TUBING
MARKET

To understand how an industry is affected by unfair imports, we must examine the
conditions of competition in the domestic market. The conditions of competition constitute
the commercial environment in which the domestic industry competes with unfair imports,

. and thus form the foundation for a realistic assessment of the effects of the dumping or
subsidies. This environment includes demand conditions, substitutability among and between
products from different sources, and supply conditions in the market.

A.  Demand Conditions

An analysis of demand conditions tells us what options are available to purchasers,
and how they are likely to respond to changes in market conditions, for example an increase
in the general level of prices in the market. Purchasers generally seek to avoid price
increases, but their ability to do so varies with conditions in the market. The willingness of
purchasers to pay a higher price will depend on the importance of the product to them (e.g.,
how large a cost factor) and whether they have options that allow them to avoid the price
increase, for example by switching to alternative products. An analysis of these demand-
side factors tells us whether demand for the product is elastic or inelastic, that is, whether
purchasers will reduce the quantity of their purchases if the price of the product increases.
For the reasons discussed below, I find that the domestic elasticity of demand for casing and
tubing is somewhat low,

Cost Factor. The first factor that measures the willingness of purchasers to pay
higher prices is the importance of the product to purchasers. If the product is an input, its
importance will depend on the significance of the product’s cost relative to the total cost of
the downstream products in which it is used. When the price of an input is a small portion
of the total product cost, changes in the price of the input are less likely to alter demand for
the downstream product and, by extension, the demand for the input.

The majority of purchasers reported that the cost of all OCTG, including drill pipe,
as a share of the total cost of an oil or gas rig is generally in the 15 to 35 percent range.
Excluding dril! pipe, the cost share of casing and tubing would be smaller. This suggests
that small changes in the price of casing and tubing would have only a moderate effect on the
overall cost of the rig, or the amount of drifling activity in the United States.’

Alternative Products. A second important factor in determining whether purchasers
wouid be willing to pay higher prices is the availability of viable alternative products. Often
“purchasers can avoid a price increase by switching to alternative products. If such an option
exists, it can impose discipline on producer efforts to increase prices.

! EC-S-079 at 12.
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In these investigations the record demonstrates that some substitution is possible.’
Several substitute products were identified, including line pipe, refurbished tubing, and
fiberglass tubing.” Thus purchasers could have increased their consumption of these products
somewhat if subject imports had been priced fairly.

: Taking into consideration both the small to moderate cost factor in downstream
products and purchasers’ limited options to use alternative products, I find that the elasticity
of demand for casing and tubing is somewhat low. That is, purchasers will not reduce
significantly the amount of casing and tubing they buy if faced with a general increase in the
price of casing and tubing.

B. Substitutability

Simply put, substitutability measures the similarity or dissimilarity of products from
the purchaser’s perspective. Substitutability depends upon 1} the extent of product
differentiation, measured by product attributes such as physical characteristics, suitability for
intended use, quality, etc.; 2) differences in other non-price considerations such as reliability
of delivery, technical support, and lead times; and 3) differences in terms and conditions of
sale. Products are close substitutes and have high substitutability if product attributes, other
non-price considerations and terms and conditions of sale are similar,

While price is nearly always important in purchasing decisions, non-price factors that
differentiate products determine the value that purchasers receive for the price they pay. If
products are close substitutes, their value to purchasers is similar, and thus purchasers will
respond more readily to relative price changes. On the other hand, if products are not close
substitutes, relative price changes are less important and are therefore less likely to induce
purchasers to switch from one source to another.

Because demand for casing and tubing is relatively inelastic, overall purchases will
not decline significantly if casing and tubing prices increase. However, purchasers will seek
other sources of casing and tubing to avoid price increases. In other words, while overall
demand for casing and tubing will remain relatively constant, the demand for casing and
tubing from different sources will decrease or increase depending on their relative prices and
the substitutability of casing and tubing from different sources. If casing and tubing from
different sources are substitutable, purchasers are more likely to shift sources when the price
from one source (e.g., subject imports) increases. The magnitude of this shift in demand is
determined by the degree of substitutability among the sources.

Purchasers in these investigations have three primary sources of casing and tubing:
domestically-produced casing and tubing, subject imports, and nonsubject imports.
Purchasers are more or less likely to switch from any one of these sources to another as
relative price levels change depending on the similarity, or substitutability, between and
among them.

In these investigations, I have cumulated subject imports of casing and tubing from
Argentina, Korea, and Mexico, but not subject imports of casing and tubing from Japan.”
Subject imports from Japan, which are a high-end product, are somewhat good substitutes for

' Seven-of-eleven producers, four-of-twenty-four importers and thisteen-of-forty-one purchasers

stated that some substitution of other products for OCTG is possible. Most of the questionnaire

respondents stated that changes in the prices of these substitute products have not affected the demand
for OCTG. See EC-5-079 at 11 and 12,

* EC-S-079 at 11.
® I do not cumulate subject imports from Austria, Italy or Spain as I find them to be negligible.
See my discussion of cumulation in the majority opinion.
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the domestic like product. The domestic like product competes in all product areas where
Japanese imports have a presence.” Nonsubject imports are not good substitutes for subject
imports from Japan. Import and unit value data suggest limited competition between the
high-end Japanese products and nonsubject imports.'

Subject imports of casing and tubing from Argentina and Mexico and the domestic
like product are somewhat good substitutes, while subject imports of casing and tubing from
Korea are relatively moderate substitutes for the domestic like product. The domestic like
product competes in all product areas where these cumulated subject imports have a presence,
although most subject imports from Korea are concentrated in one product area."

Nonsubject imports are good substitutes for cumulated subject imports from Argentina, Korea
and Mexico and the domestic like product.™

C. Suppl nditions

Supply conditions in the market are a third condition of competition. Supply
conditions determine how producers would respond to an increase in demand for their
product, and also affect whether producers are able to institute price increases and make them
stick. Supply conditions include producers’ capacity utilization, their ability to increase their
capacity readily, the availability of inventories and products for export markets, production
alternatives and the level of competition in the market.

The level of competition in the domestic market has a critical effect on producer
responses to demand increases, A competitive market is one with a number of suppliers,
able to produce sufficient amounts of a product to meet purchaser demand. Capacity
utilization rates are also key. Unused capacity can exercise discipline on prices, if there is a
competitive market, as no individual producer could make a price increase stick.

aci ilization Inventories. In 1994, average-of-period capacity utilization
for the domestic casing and tubing industry was *** percent. Available production capacity
far exceeded the total quantity of either subject imports from Japan or cumulated subject
imports from Argentina, Korea, and Mexico. The domestic casing and tubing industry also
had sizeable inventories available at the end of 1994. Moreover, the domestic industry had
significant export sales in 1994 that could have been diverted to the U.S. market.” Thus the
domestic industry had available capacity, inventories and export sales that would have
allowed it to fill the demand supplied by either subject imports from Japan or cumulated
subject imports from Argentina, Korea, and Mexico.

Level of Competition. The domestic casing and tubing market is highly competitive.
There are multiple domestic producers of casing and tubing with industry-wide unused

n

Table 21, CR at I-51; PR at [I-37. See also EC-5-079 at 25-28.
Table A-3, CR at A-10 and A-11; PR at A-7. See also EC-S-079 at 25-28.
Table 21, CR at }-51; PR at I1-37. Table A-3, CR at A-10 and A-11; PR at A-7.

Table A-3, CR at A-10 and A-11; PR at A-7. I note that nonsubject imports consist in part of
fairly traded imports from Korea. Hyundai Pipe, the *** Korean casing and tubing exporter, was
found by the DOC to be trading fairly. These imports are very good substitutes for subject imports
from Korea,

¥ Table A-3, CR at A-10 to A-11; PR at A-7.
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capaclty In addition, nonsubject imports have had a s1gmﬁcant and increasing presence in
the casing and tubing market over the period of investigation.'

Finally, as I discuss further below, because of the very low margin for subject
imports from Argentina, it is likely that most if not all of them would still have entered the
U.S. market if they had been fairly priced. The record thus indicates that there is significant
competition in the domestic market for casing and tubing, and there would have been
significant competition in the domestic market among domestic producers, nonsubject
imports, and subject imports from Argentina, even if subject imports from Japan or
cumulated subject imports from Argentina, Korea, and Mexico had been fairly priced.

Iv. CONSIDERATION OF MATERIAL INJURY TO THE DOMESTIC CASING AND
TUBING INDUSTRY

The statute requires us to consider the volume of subsidized or LTFV imports, their
effect on domestic prices, and their impact on the domestic industry. 1 consider each
requirement in turn.

A, Volume of Subject Imports

The volume and share of subject imports of casing and tubing are discussed below.
It is clear that the larger the volume of subject imports, the larger the effect they will have
on the domestic industry. However, a determination of whether the volume of imports is
significant cannot be made in a vacuum, but must be evaluated in the context of the price and
impact effects of these imports. Due to differing conditions, I find that the volume of subject
imports of casing and tubing from Japan is significant, and the volume of cumulated subject
imports of casing and tubing from Argentina, Korea, and Mexico is not significant.

1. Japan

Subject imports of casing and tubing from Japan increased from *** short tons in
1992 to *** short tons in 1994. Japanese market share by quantity increased from ***
percent to *** percent during the same period. By value, subject imports of casing and
tubing from Japan increased from *** in 1992 to *** in 1994. Japanese market share by
value increased from *** percent to *** percent during the same period.”

2. Argentina, Korea, and Mexico

Cumulated subject imports from Argentina, Korea, and Mexico increased from ***
short tons in 1992 to *** short tons in 1994; market share increased from *** to ***
percent, by quantity, during the same period. By value, cumulated subject imports from
Argentina, Korea, and Mexico increased from *** in 1992 to *** in 1994; market share by
value increased from *** to *** percent during the same period."”

Table A-3, CR at A-10; PR at A-7.
7 Table A-3, CR at A-10; PR at A-7.
¥ Table A-3, CR at A-10; PR at A-7.
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B. Effect of Subject Imports on Domestic Casing and Tubing Prices"

To determine the effect of subject imports on domestic prices I examine whether the
domestic industry could have increased its prices if the subject imports had not been dumped.
As discussed above, both demand and supply conditions in the casing and tubing market are
relevant, Examining demand conditions helps us understand whether purchasers would have
been willing to pay higher prices for the domestic product, or buy more or less of it, if
subject imports had been sold at fairly traded prices. Examining supply conditions helps us
understand whether available capacity and competition in the market would have imposed
discipline and prevented price increases for the domestic product, even if subject imports had
not been unfairly priced. '

In most cases if the subject imports of casing and tubing had not been dumped, their
prices in the U.S. market would have increased significantly. Thus if subject imports from
Japan or cumulated subject imports from Argentina, Korea, and Mexico had been fairly
priced, the Korean and Mexican subject imports would have become much more expensive
relative to domestic casing and tubing and nonsubject imports. If the casing and tubing from
the different sources are substitutable, purchasers would have shifted towards the relatively
less expensive products.

1. . Japan

In these investigations, the dumping margin for Japanese subject imports of casing
and tubing is 44.2 percent. Thus, prices for subject imports from Japan would have risen by
a significant amount had they been priced fairly. As discussed above, nonsubject imports are
not good substitutes for Japanese subject imports. Therefore, had Japanese subject imports
been fairly priced, a substantial portion, if not all, of the demand for subject imports from
Japan would have shifted to the domestic products.

However, notwithstanding the somewhat low elasticity of demand for casing and
tubing, any attempt by the domestic industry to increase its prices would have been
unsuccessful. There is sigrificant competition among casing and tubing suppliers in the U.S.
market and domestic supply elasticity is high. In these circumstances, any effort by a
domestic supplier to raise its prices would have been beaten back by competitors. Therefore,
significant effects on domestic prices cannot be attributed to the unfair pricing of subject
imports from Japan. Consequently, I find that subject imports from Japan are not having
significant effects on prices for domestic casing and tubing.

2. Argentina, Korea, and Mexico

In these investigations, the magnitude of the changes in relative price levels if subject
imports had been fairly priced would have been different depending on the margins of the
individual countries. The margins for subject imports of casing and tubing from Argentina,
Korea, and Mexico are 1.36, 12.17, and 23.79 percent, respectively. Prices of subject
imports from Mexico likely would have risen substantially, with smaller increases in the
prices of Korean and Argentine subject imports, had they been fairly priced. As discussed
above, subject and nonsubject imports are good substitutes. The shift in demand from

® As I discussed in the cumulation section of the majority opinion, the supply and demand
characteristics of the domestic casing and tubing market indicate that it is not price sensitive to the
small quantities of imports from either Austria, Raly, or Spain. Consequently, I do not find that
subject imports of casing and tubing from Austria, Italy, or Spain have significant price effects.
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subject imports would be split between the domestic product and nonsubject imports. Some
of the purchasers that were unwilling to pay a higher price for subject imports from Mexico
and Korea would have switched to the relatively less expensive domestic product, while
others would have switched to the relatively less expensive nonsubject imports or possibly to
the slightly more expensive Argentine subject imports.” Accordingly, the overall increase in
demand for domestic casing and tubing would have been small.

Notwithstanding the somewhat low elasticity of demand for casing and tubing, any
attempt by the domestic industry to increase its prices would have been unsuccessful. There
is significant competition among casing and tubing suppliers and *** excess production
capacity in the U.S. market. Domestic producers compete among themselves as well as with
nonsubject imports. The significant amount of subject imports that would have continued to
enter the U.S. market at fairly traded prices would have provided significant additional price
discipline. In these circumstances, any effort by a domestic supplier to raise its prices would
have been beaten back by competitors. Therefore, significant effects on domestic prices
cannot be attributed to the unfair pricing of cumulated subject imports from Argentina,
Korea, and Mexico. Consequently, I find that cumulated subject imports from Argentina,
Korea, and Mexico are not having significant effects on prices for domestic casing and
tubing,

C. Impact of Subject Imports on the Domestic Casing and Tubing Industry*

To assess the impact of subject imports on the domestic industry, I consider output,
sales, inventories, capacity utilization, market share, employment, wages, productivity,
profits, cash flow, return on investment, ability to raise capital, research and deveiopment
~ and other relevant factors.” These factors together either encompass or reflect the volume
and price effects of the dumped imports, and so I gauge the impact of the dumping through
those effects. -

1. Japan

The domestic industry would not have been able to increase its prices significantly
had subject imports of casing and tubing from Japan been priced fairly. Therefore, any
impact of dumped imports on the domestic industry would have been on the domestic
industry’s output and sales.

As I have discussed above, had subject imports from Japan not been dumped, the
increase in demand for domestic casing and tubing would have been significant. Domestic

® In these investigations, it is unlikely that purchasers would have increased their purchases of
casing and tubing imports from Argentina had subject imports been fairly priced. As discussed below,
there would not have been any significant price effect had subject imports been fairly priced. As such,
Argentine import prices would have risen relative to other sources of casing and tubing. Given the
levels of substitutability, it is more likely that this relative increase in price would have reduced or not
changed demand for subject imports from Argentina had subject imports been fairly priced.

# As I discussed in the cumulation section of the majority opinion, the supply and demand
characteristics of the domestic casing and tubing market indicate that it is not price sensitive as defined
in the statute. Consequently, I do not find that subject imports of casing and tubing from Austria,
Italy, or Spain have significant impact effects. Since I do not find that subject imports from these
countries have had significant price or impact effects, nor do I find their volume to be significant, I
find no material injury by reason of subject imports from these countries.

Z 19 U.S.C. § 1677(T)(C)(iii).
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suppliers could easily have increased their production and sales to satisfy the increased
demand. This increase in supply would have been significant. Accordingly, I find that, had
subject imports from Japan not been dumped, the impact on the domestic industry’s output
and sales would have been significant,

Had subject imports from Japan not been dumped, the domestic industry would have
been able to increase its output and sales, and therefore its revenues, significantly.
Consequently the domestic industry would have been materially better off if subject imports
from Japan had been fairly traded. Therefore, I find that the domestic industry producing
casing and tubing is materially injured by reason of LTFV imports of casing and tubing from
Japan.

2. Argentina, Korea, and Mexico

The domestic industry would not have been able to increase its prices significantly
had cumulated subject imports of casing and tubing from Argentina, Korea, and Mexico been
priced fairly. Therefore, any impact of dumped imports on the domestic industry would
have been on the domestic industry’s output and sales.

As 1 have discussed above, had cumulated subject imports from Argentina, Korea,
and Mexico not been dumped, the increase in demand for domestic casing and tubing would
have been small. Domestic suppliers could easily have increased their production and sales
to satisfy the increased demand. However, the domestic industry’s output and sales, and
therefore its revenues, would not have increased significantly. Accordingly, I find that, had
cumulated subject imports from Argentina, Korea, and Mexico not been dumped, the impact
on the domestic industry’s output and sales would not have been significant.

Had cumulated subject imports from Argentina, Korea, and Mexico not been
dumped, the domestic industry would not have been able to increase its prices, output or
sales, and therefore its revenues, significantly. Consequently the domestic industry would
not have been materially better off if the cumulated subject imports from Argentina, Korea,
and Mexico had been fairly traded. Therefore, I find that the domestic industry producing
casing and tubing is not materially injured by reason of cumulated LTFV imports of casing
and tubing from Argentina, Korea, and Mexico.

V. NO THREAT OF MATERIAL INJURY BY REASON OF LTFV IMPORTS OF
CASING AND TUBING FROM ARGENTINA, KOREA, AND MEXICO”

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and price effects of such imports if they compete with each other and the domestic
like product.™

In my determination of no material injury by reason of LTFV imports from
Argentina, Korea, and Mexico, I cumulated subject imports from these three countries. For
purposes of my threat analysis, I exercise my discretion to cumulate by giving the benefit of
the doubt to the petitioners and again cumulate subject imports from these three countries. 1
find that the domestic casing and tubing industry is not threatened with material injury by
reason of subject imports from Argentina, Korea, and Mexico.

2 1 concur with Chairman Watson in his discussion of no threat of material injury by reason of
subject imports of casing and tubing from Austria, Italy, Japan, and Spain.

#* 19 U.S.C. §1677(T)(F)(iv)-
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Although exports from Argentina, Korea, and Mexico to the U.S. *** from 1992 to
1994, exports from these countries to other markets ***. Moreover, from 1993 t0 1994
exports to the U.S. *** while shipments to their home markets collectively increased by ***
percent.” I note that the impact of higher imports was somewhat diminished by the increase
in U.S. consumption over the POI; cumulated market share rose from *** to *** percent.
Thus, curmnulated imports were present throughout the POI, but their largest market share
remained fairly small.

During the POI, capacity utilization *** and production capacity *** in all three
countries except in Korea, the smallest producer of the three, ***.* Ending inventory
quantity of cumulated subject imports was virtually unchanged from 1992 to 1994. The level
of cumulated inventories in 1994 represents only *** percent of domestic consumption, a
level too small to constitute evidence that any threat of material injury is real or that actual
injury is imminent.”

In my determination of no material injury by reason of cumuiated LTFV imports
from Argentina, Korea, and Mexico, I demonstrated that the curnulated LTFV imports are
having no significant effect on domestic prices. I find no positive evidence that this will
change in the immediate future. Therefore, I conclude that the cumulated LTFV imports will
not enter the U.S. at prices that will have a depressing or suppressing effect on domestic
prices.

I do not find any significant potential for product-shifting. Production equipment in
Argentina that currently produces seamless pipe cannot be, or is unlikely to be, used to
produce finished casing and tubing.® Although producers in Korea and Mexico manufacture
some non-OCTG products on equipment that could be used to produce casing and tubing,
there is no evidence of any change in marketing strategy or market conditions that would
lead them to do so. I note that the Mexican peso has strengthened against the U.S. dollar in
recent months, following the rapid depreciation in early 1995. Such an appreciation in the
peso-dollar exchange rate tends to reduce demand for Mexican products.

There is no significant evidence of negative effects on the existing development and
production efforts of the domestic industry by reason of cumulated subject imports of casing
and tubing. Finally, I do not find any other demonstrable adverse trends that indicate that
the cumulated subject imporis will be the cause of actual injury.

For the reasons stated above, I determine that the domestic industry producing casing
and tubing is not threatened with material injury by reason of cumulated LTFV imports from
Argentina, Korea, and Mexico.

VI.  CONDITIONS OF COMPETITION IN THE DOMESTIC DRILL PIPE MARKET

My analysis of this market follows the same analytical framework as in the casing
and tubing market discussion above. The supply and demand characteristics of the domestic
drill pipe market are in many respects similar to the casing and tubing market. In the
discussion below, I focus on the defining characteristics of the drill pipe market. I begin
with a discussion of the conditions of competition. I then consider the volume, price, and
impact effects of subject imports from Japan and cumulated subject imports from Argentina
and Mexico.

See Tables 17, E-2, and E-6, CR at 140, E-3, and E-5; PR at II-30 and E-3.
See Tables 17, E-2, and E-6, CR at 1-40, E-3, and E-5; PR at II-30 and E-3.
Table A-3, CR at A-10; PR at A-7.

CR at I-37, n. 57; PR at I1-29.

L - B
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A. Demand Conditions

The domestic elasticity of demand for drill pipe is somewhat lower than that for
casing and tubing due to the smaller cost share of drill pipe in the end use product. As
mentioned above, the majority of purchasers indicated that the cost of all OCTG as a share
of the total cost of an oil or gas rig is generally in the 15 to 35 percent range. However,
drill pipe represents only a portion of OCTG used, with casing and tubing representing the
bulk of the cost.” There are only some substitute products available for drill pipe, such as
refurbished or aluminum drill pipe.® Taking into consideration both the relatively small cost
factor in downstream products and the purchaser’s relatively limited options to use alternative
products, I find that the elasticity of demand for drill pipe is low. That is, purchasers will
not significantly reduce the amount drill pipe they buy in response to a general increase in
the price of drill pipe.

B. Substitutability

Subject imports of drill pipe from Japan, which are a high-end product, are a
somewhat good substitute for the domestic like product. They compete in two major driil
pipe product categories but not in a third.* Data indicate that nonsubject imports are not
good substitutes for the high-end Japanese products.®

Cumulated subject imports from Argentina and Mexico and the domestic like product
are good substitutes. They compete in the largest drill pipe product category and have
similar unit values.®™ Unit value data suggest that nonsubject imports are somewhat good
substitutes for subject imports from Argentina and Mexico and the domestic like product.™

C. Suppl ition

Overall supply conditions in the drill pipe market are similar to those in the casing
and tbing market. In 1994, average-of-period capacity utilization for the domestic drill pipe
industry was *** percent. Available product capacity far exceeded the total quantity of either
cumuiated subject imports from Argentina and Mexico or subject imports from Japan.
Although inventories and export shipments were generally low,” the domestic industry’s
available capacity could easily fill the demand supplied by either subject imports from Japan
or subject imports from Argentina and Mexico.

The domestic drill pipe market is very competitive. There are numerous domestic
producers of drill pipe with industry-wide unused capacity. In addition, nonsubject imports
have had a significant presence in the drill pipe market, although this presence has not been
as great as that in the casing and tubing market, relative to subject imports. Finally, it is

® 1 note that sales of drill pipe in the United States represent less than two percent of all sales of
OCTG in the United States. See Tables A-2 and A-3, CR at A-7 and A-10; PR at A-7. From this, I
infer that casing and tubing represent a greater portion of the overall costs of OCTG in oil or gas rigs.

® EC-S-079 at 11.

*  See Table F-1, CR at F-7; PR at F-4,

#  See Table A-2, CR at A-7 and A-8; PR at A-7, and EC-5-079 at 28.

®  See Tables A-2, F-1, CR at A-7 and A-8 and F-7; PR at A-7 and F4, and EC-S-079 at 22-
24, 27, and 37.

% See Table A-2, CR at A-7; PR at A-7, and EC-5-079 at 27-28.
¥ Table A-2, CR at A-7 and A-8; PR at A-7.
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likely that a significant quantity of subject imports of drill pipe from Argentina, which
received a relatively low margin, would still have entered the U.S. market if subject imports
had been fairly priced.

The record thus indicates that there is competition in the domestic drill pipe market,
and there would have been competition in the domestic drill pipe market among domestic
producers, nonsubject imports, and possibly continued subject imports from Argentina if
subject imports of drill pipe from Japan or cumulated subject imports of drill pipe from
Argentina and Mexico had been fairly priced.

VII. CONSIDERATION OF MATERIAL INJURY TQ THE DOMESTIC DRILL PIPE
INDUSTRY*

The statute requires us to consider the volume of LTFV imports, their effect on
domestic prices, and their impact on the domestic industry. I consider each requirement in
furn. .

A. Volume of Subject Im ]

The volume and share of subject imports are discussed below. It is clear that the
larger the volume of subject imports, the larger the effect they will have on the domestic
industry. However, a determination of whether the volume of imports is significant cannot
be made in a vacuum, but must be evaluated in the context of the price and impact effects of
these imports. For the reasons discussed below, I find that the volume of subject imports of
drill pipe from Japan and the volume of cumulated subject imports of drill pipe from
Argentina and Mexico are significant.

L Japan

Subject imports of drill pipe from Japan increased from *** short tons in 1992 to ***
short tons in 1994. Japanese market share by quantity increased from *** percent to ***
percent during the same period. By value, subject imports of drill pipe from Japan increased
from *** in 1992 to0 *** in 1994. Japanese market share by value increased from ***
percent to *** percent during the same period.”’

2. Argentina and Mexico

Cumulated subject imports of drill pipe from Argentina and Mexico increased from
*#** short tons in 1992 to *** short tons in 1994; market share increased from *** to ***
percent, by quantity, during the same period. By value, cumulated subject imports of drill
pipe from Argentina and Mexico increased from *** in 1992 to *** in 1994; market share
by value increased from *** to *** percent during the same period * *

*  There were no imports of LTFV drill pipe from Austria, Italy, Korea, or Spain during 1994,
A zero volume of imports cannot be significant. Likewise, there can be no possible price effects or
impact from a zero volume. Therefore, I find that there is no material injury by reason of subject
imports from Austria, Italy, Korea, or Spain.

¥ Table A-2, CR at A-7; PR at A-7.

* Table A-2, CR at A-7; PR at A-7.
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B. Effect of Subject Imports on Domestic Drill Pipe Prices

To determine the effect of subject imports on domestic prices I examine whether the
domestic industry could have increased its prices if the subject imports had not been dumped.
For the reasons discussed in the casing and tubing section above, both demand and supply
conditions in the drill pipe market are relevant.

In most cases, if the subject imports had not been dumped, their prices in the U.S.
market would have increased significantly, Thus if subject imports from Japan or cumulated
subject imports from Argentina and Mexico had been fairly priced, they would have become
more expensive relative to domestic drill pipe and nonsubject imports. If the drill pipe from
the different sources is substitutable, purchasers would have shifted towards the relatively less
expensive products,

1. Japan

In these investigations, the dumping margin for Japanese subject imports of drill pipe
is 44.2 percent. Thus, prices for subject imports from Japan would have risen by a
significant amount had they been priced fairly. As discussed above, nonsubject imports are
not good substitutes for Japanese subject imports. Therefore, it is likely that a substantial
portion, if not all, of the demand for subject imports would have shifted to the domestic
products.

Notwithstanding the somewhat low elasticity of demand for drill pipe, any attempt by
the domestic industry to increase its prices would have been unsuccessful. There is
significant competition among drill pipe suppliers and significant unused capacity in the U.S.
market. Thus, domestic industry could easily have increased its suppiy to the market.“ In
these circumstances, any effort by a domestic supplier to raise its prices would have been
beaten back by competitors. Therefore, significant effects on domestic prices cannot be
attributed to the unfair pricing of subject imports from Japan. Consequently, I find that
subject imports of drill pipe from Japan are not having significant effects on prices for
domestic drill pipe.

2. Argentina and Mexico

In these investigations, the magnitude of the changes in relative price levels if subject
imports had been fairly priced would have been different depending on the margin of the
individual country. The margins for cumulated subject imports of drill pipe from Argentina
and Mexico are 1.36 and 23.79 percent, respectively. Prices of subject imports from Mexico
would have risen significantly while prices of subject imports from Argentina would not have
risen by very much, had they been fairly priced. As discussed above, subject and nonsubject
imports are good substitutes. Many of the purchasers that were unwilling to pay a higher
price for subject imports from Mexico would have switched to the relatively less expensive
domestic product, while others would have switched to the relatively less expensive

* (...continued)

¥ * Because incomplete data on OCTG were received from importers, Mexican import volume and
market share were calculated based on Commerce's official import statistics, CR at [-24; PR at 1I-19.
However, my determinations would not have been different had questionnaire data been used in these
calculations. Based on questionnaire data, U.S. shipments of drill pipe from Argentina and Mexico
#x%  Tabje A-2, CR at A-7; PR at A-7; Table F-1, CR at F-7; PR at F4.

“©  See also EC-S-079 at 32.
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nonsubject imports or the slightly more expensive Argentine subject imports.* Nonetheless,
the overall increase in demand for domestic drill pipe would have been significant due to
Argentina’s and particularly Mexico’s significant displaced presence in the market.

Notwithstanding the low elasticity of demand for drill pipe, any attempt by the
domestic industry to increase its prices would have been unsuccessful. There is significant
competition among drill pipe suppliers in the U.S. market and *** unused capacity.
Domestic producers compete among themselves as well as with nonsubject imports, The
significant amount of subject imports that would have continued to enter the U.S. market at
fairly traded prices would have provided significant additional price discipline. In these
circumstances, any effort by a domestic supplier to raise its prices would have been beaten
back by competitors. Therefore, significant effects on domestic prices cannot be attributed to
the unfair pricing of cumulated subject imports from Argentina and Mexico. Consequently, I
find that cumulated subject imports of drill plpe from Argentina and Mexico are not havmg
significant effects on prices for domestic drill pipe.

C. Impact of ject Im orts n the Domestic Drill Pipe Indust’

To assess the impact of subject imports on the domestic industry, 1 consider output,
sales, inventories, capacity utilization, market share, employment wages, productivity,
profits, cash flow, return on investment, ability to raise capital, research and development
and other relevant factors.® These factors together either encompass or reflect the volume

and price effects of the dumped imports, and so I gauge the impact of the dumping through
those effects.

1. Japan

The domestic industry would not have been able to increase its prices significantly if
subject imports of drill pipe from Japan had been priced fairly. Therefore, any impact of
dumped imports on the domestic industry would have been on the domestic industry’s output
and sales.

As 1 have discussed above, had subject imports of drill pipe from Japan not been
dumped, the increase in demand for domestic drill pipe would have been significant.
Domestic suppliers could easily have increased their production and sales to satisfy the
increased demand. This increase in supply would have been significant. Accordingly, I find
that, had subject imports of drill pipe from Japan not been dumped, the impact on the
domestic industry’s output and sales would have been significant.

Had subject lmports of drill pipe from Japan not been dumped, the domestic mdustry
would have been able to increase its output and sales, and therefore its revenues,
significantly. Consequently the domestic industry would have been materially better off if
the subject imports from Japan had been fairly traded. Therefore, I find that the domestic
industry producing drill pipe is materially injured by reason of LTFV imports of drill pipe
from Japan.

L]

In these investigations, it is unlikely that purchasers would have increased their purchases of the
Argentine product had subject imports been fairly priced. As discussed below, there would not have
been any significant price effect had subject imports been fairly priced. As such, Argentine import
prices would bave nisen relative to other sources of drill pipe. Given the levels of substitutability, it is
more likely that this relative increase in price would have reduced or not changed the level of demand
for subject imports from Argentina had subject imports been fairly priced.

£ 19 U.S.C. § 1677(N(C)ii).
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2. Argenting and Mexico

The domestic industry would not have been able t0 increase its prices significantly if
cumulated subject imports of drill pipe from Argentina and Mexico had been priced fairly.
Therefore, any impact of dumped imports on the domestic industry would have been on the
domestic industry’s output and sales.

As I have discussed above, had cumulated subject imports from Argentina and
Mexico not been dumped, the increase in demand for domestic drill pipe would have been
significant. Domestic suppliers could easily have increased their production and sales to
satisfy the increased demand. This increase in supply would have been significant.
Accordingly, I find that, had cumulated subject imports from Argentina and Mexico not been
dumped, the impact on the domestic industry’s output and sales would have been significant.

Had cumulated subject imports of drill pipe from Argentina and Mexico not been
dumped, the domestic industry would have been able to increase its output or sales, and
therefore its revenues, significantly. Consequently the domestic industry would have been
materially better off if the cumulated subject imports from Argentina and Mexico had been
fairly traded. Therefore, I find that the domestic industry producing drill pipe is materially
injured by reason of cumulated LTFV imports of drill pipe from Argentina and Mexico.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER LYNN M. BRAGG

Negligible Imports From Austria and Spain

I find that imports of OCTG excluding drill pipe from Austria and Spain are not
negligible, and thus for purposes of my analysis I have cumulated these imports with imports
from other subject countries.

The record indicates that OCTG excluding drill pipe is a price sensitive commodity
product,’ and thus even a small amount of unfairly traded imports may have a discernible
adverse impact on the domestic industry. There is no numerical standard for negligibility
and no "bright line" test for negligibility determinations.’> Congress clearly expressed its
intention that imports be cumulated unless the evidence indicates that they have no possible
market impact.*

During the first quarter of 1994 imports from Austria reached a *** share by
quantity and a *** share by value of the domestic market. Evidence that imports from
Austria had adverse price effects is found in the lost sales data, which show that at least one
domestic mill lost sales to Austrian imports.’

Imports from Spain were present in the U.S. market throughout the period of
investigation, and increased in market share by quantity to their highest level in January-
March 1995. The quantity share held by imports from Spain *** between 1992 and 1993.
The market share by value of the imports from Spain exhibited similar growth and reached
***_its highest level, in interim 1995.°

The record also demonstrates that imports from Austria and Spain were concentrated
in certain product categories, and held higher shares in each of those categories than their
overall market penetration reflects.” This concentration supports a finding that imports from
Spain and Austriz have contributed to adverse price effects in the product categories in which
they compete.

Imports from Austria and Spain reached levels during the POl which, in my view,
were not negligible given the circumstances of these investigations. Because imports from
Austria and Spain satisfy all of the other cumulation criteria, I have cumulated imports of
OCTG excluding drill pipe from Austria and Spain with subject imports from Japan,
Argentina, Italy, Mexico, and Korea.

! Price was ranked as the most important consideration in buying OCTG by 18 of 33 distributors
and was ranked second by 8. PR at II-41; CR at I-56.

* See, £.g., Certain Carbon Steel Butt-Weld Pipe Fittings from France, India. Israel, Malaysia, the
‘Republic of Korea, Thailand, The United Kingdom, and Venezuela, invs. Nos. 701-TA-360-361 and
731-TA-688-695 (Preliminary), USITC Pub. 2767 {Apr. 1994) at I-17 n. 104.

* 19 U.S.C. Sec. 1677(7)(C)(v). The negligible imports exception is to applied narrowly and is
not to be used to subvert the purpose and general applicability of the mandatory cumulation provision
of the statute. See H.R. Rep. No. 40, Part I, 100th Cong., 1st Sess. 131 (1987); H.R. Rep. No. 576,
100th Cong., 2d Sess. 621 (1988).

* Table A-3, PR at A-7; CR at A-10.
% Petitioner’s posthearing brief Vol. 1 at 25-26 and Vol. II at Ex. 1.
¢ Table A-3, PR at A-7; CR at A-10.

7 For example, Spain sold more *** in 1994 than any other importer and Austria sold more *** in
1994 than any other importer. Table 21, PR at 1I-37; CR at I-51.
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No Present Material Injury to the Domestic Drill Pipe Industry

: Based on the record in these final investigations, 1 find that the U. S. industry
producing drill pipe is not presently materially injured by reason of subject imports from
Argentina, Japan and Mexico.

Cumulation:

In my consideration of the issue of present material injury to the domestic drill pipe
industry, I did not cumulate the subject imports from Japan with the subject imports from
Argentina and Mexico. Most Japanese driil pipe is mill finished standard-weight drill pipe or
unfinished heavy-weight drill pipe, unlike the unfinished standard-weight drill pipe from
Argentina and Mexico.® The average unit values for Japanese drill pipe throughout the 1992
through 1994 period were far greater than the average unit values for Argentina and Mexico.’
This is evidence of the lack of fungibility between the Japanese imports, on the one hand,
and subject imports from Argentina and Mexico, on the other. I did cumulate imports from
Argentina and Mexico for the same reasons set forth in the majority opinion.

Yolume of Imports:

1 do not find the volume of drill pipe imports from Japan to be significant in light of
the circumstances of these investigations. Although imports of drill pipe from Japan
increased between 1992 and 1994 and between January-March 1994 and January-March 1995
in terms of volume, these increases reflect both the low initial level of drill pipe imports in
1992 and the fluctuating, but generaliy mcreasmg, level of drill pipe consumption in the
United States over this period of time.'

‘Similarly, I do not find the volume of drill pipe imports from Argentina and Mexico
to be significant. The volume and value of the cumulated imports of drill pipe from these
two countries increased from a very low initial level between 1992 and 1994, but declined
between January-March 1994 and January-March 1995. This trend, although differing in
magn;tlllfle, was in accord with the trend in apparent U.S. consumption of drill pipe over this
period.

* Table F-1, PR at F4; CR at F-7.
® Table A-2, PR at A-7; CR at A-7.

'* Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Japan increased from *** short
tons in 1992 to *** short tons in 1994, and from *** short tons to *** short tons in the interim
periods. Although the market share heid by drill from Japan also increased between 1992 and 1994
and between interim periods, I note that the share held in Janvary-March 1995 was virtually identical
to that held in 1992. Further, while the vaiue of imports of drill pipe from Japan showed a similar
trend as volume between 1992 and 1994, between the interim periods the value of such imports
declined both absclutely and in terms of market share. Id.

' Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Argentina and Mexico increased
from *** ghort tons in 1992 to *** short tons in 1994, but fell from *** short tons to *** short tons
between the interim periods. Similer trends —increases from low levels between 1992 and 1994,
followed by noticeable declines between the interim periods — were apparent in the value of drill pipe
imports from Argentina and Mexico and in the market share (by volume and by value) held by these
1mports.
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Accordingly, in light of these conclusions, I do not find that imports of drill pipe
from Japan and from Argentina and Mexico have risen to injurious levels at the present time.

Price Effects:

I do not find that there is sufficient evidence in the record to sustain a finding of
present material injury to the domestic drill pipe industry resulting from the prices of the
subject imports. The evidence of underselling and overselling for the subject imports is
mixed. There is evidence that unit values for Japanese drill ?ipe have *** each year of the
POI and that *** for drill pipe from Argentina and Mexico.”* These trends, however, have
not resulted in present material injury to the domestic drill pipe industry.

Impact on the Domestic Drill Pipe Industry:

The increase in subject imports and the price effects from those imports have not
caused present material injury to the domestic drill pipe industry. As discussed in the
majority views entitled "Views of the Commission”, the financial and operating performance
of the domestic industry are favorable at the present time,” although I consider the increase
in subject imports, the drop in the quantity of domestic sales and the drop in domestic market
share to be warning signs of an industry at risk." I note, as | have with regards to OCTG
excluding drill pipe, that the inclusion of processors enhances the condition of the domestic
drili pipe industry.” My views on the inclusion of processors in the definition of the
domestic industry are set forth at note 66, and are especially pertinent in my analysis of the
domestic drill pipe industry. Because I find no sufficient correlation between the subject

imports and the present favorablie condition of the domestic industry, I make a negative
present injury determination.

2 H.

¥ Operating income increased by 58.8 percent between 1992 and 1994 and by 14.7 percent
between interim 1994 and 1995. Table A-7, PR at A-10; CR at A-15.

“ The quantity of domestic sales declined by 12.8 percent between 1993 and 1994 and by 23.0
percent between the interim periods. Table A-7, PR at A-10; CR at A-15.

¥ Table A-2, PR at A-7; CR at A-9.
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PART II

INFORMATION OBTAINED IN THE INVESTIGATIONS






INTRODUCTION

These investigations result from petitions filed on June 30, 1994, by Bellviile (Bellville, TX);
IPSCO (Camanche, 1A); Koppe! (Beaver Falls, PA); Maverick (Chesterfield, MO); North Star
(Youngstown, OH); U.S. Steel (Pittsburgh, PA); and USS/KOBE (Lorain, OH), alleging that an
industry in the United States is materially injured and threatened with material injury by reason of
subsidized imports of OCTG' from Austria and Italy and LTFV imports of OCTG from Argentina,
Austria, Italy, Japan, Korea, Mexico, and Spain.’ * Information relating to the background of the
investigations and Commerce’s final margins are provided below.*

Date Action

June 30, 1994 . . .. Petitions filed with Commerce and the Commission; institution of
Commission’s preliminary investigations

July 26, 1994 . . . .. Commerce’s notices of initiation

August 15, 1994 | . . Commission’s preliminary determinations

December 2, 1994 . . Commerce’s preliminary affirmative countervailing duty determination on

Italy; institution of Commission’s final investigation (60 F.R. 2983,
January 12, 1995)

January 24, 1995 .. Commerce’s preliminary affirmative countervailing duty determination on
Austria; institution of Commission’s final investigation (60 F.R. 10107,
February 23, 1995)

February 2, 1995 .. Commerce's preliminary affirmative antidurnping duty determinations on
Argentina, Austria, Italy, Japan, and Korea and preliminary negative
antidumping duty determinations on Mexico and Spain; institution of
Commission’s final investigations on Argentina, Austria, Italy, Japan, and
Korea (60 F.R. 10107, February 23, 1995)

March 10, 1995 . .. Commerce’s revised (negative) preliminary antidumping duty

' determination on Argentina; rescission of institution of Commission’s
final investigation on Argentina (60 F.R. 15941, March 28, 1995)

June 22, 1995 . ... Commerce’s final affirmative countervailing duty determinations on
Austria and Italy (60 F.R. 33534, June 28, 1995)

! For the purposes of these investigations, OCTG are hollow steel products of circular cross-section. These
products include oil well casing, twbing, and drill pipe, of iron (other than cast iron) or steel (both carbon and
alioy), whether or not conforming to API or non-API specifications, whether finished or unfinished (including
green tubes and limited service OCTG products). These investigations do not cover casing, tubing, or drill
pipe containing 10.5 percent or more of chromium. OCTG are provided for in subheadings 7304.20, 7305.20,
and 7306.20 of the HTS of the United States, with most-favored-nation tanff rates ranging from 0.4 tc 5.6
percent ad valorem for casing, from 1.7 to 7.2 percent for tubing, and from 6.8 to 7.2 percent for drill pipe,
applicable to imports from all subject countries except Mexico. Goods of Mexico under NAFTA are eligible
for special tariff treatment, with rates ranging from 0.4 to 4.9 percent ad valorem for casing, from 1.5 to 6.4
percent for tubing, and from 6.0 to 6.4 percent for drill pipe.

? Lone Star (Dallas, TX) and Newport (Newport, KY) joined as petitioners subsequent to the filing of the
petitions. Bellville joins only in the antidumping petitions against Korea and Italy, USS/KOBE and North Star
do not join in the antidumping petition against Japan, and Lone Star joins only in the countervailing duty
petition against Jtaly and the antidumping petitions against Argentina, Italy, Korea, and Spain.

* A summary of the data collected in the investigations is presented in app. A.

* Federal Register notices cited in the tabulation are presented in app. B.
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Date

June 26, 1995

June 27, 1995

Tuly 24, 1995 . . . . .

August 2, 1995 . .
Country

Argentina . ... .. .
Austria . . .. .. ...

Spain . .........

Action

Commerce’s final affirmative antidumping duty determinations on
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain (60 F.R.
33539, June 28, 1995); institution of Commission’s final antidumping
investigations on Argentina, Mexico, and Spain (60 F.R. 32708, June 23,
1995)

Commission’s hearing’

Commission’s vote

Commission's determinations due to Commerce

Commerce’s final margins (percent)

01.36 (LTFV)

11.44 (subsidies)

25.90 (LTFV)

01.47 (subsidies)

49.78 (LTFV)

44.20 (LTFV)

00.00 (LTFV), Hyundai

12,17 (LTFV), Union Steel and all others
23,79 (LTFV)

11.95 (LTFV)

In addition to the current investigations, carbon and certzin alloy steel products generally,
and OCTG from Argentina, Austria, Korea, Mexico, Spain, and six other countries specifically,
were the subjects of Commission investigations from 1984 to 1987.° Information concerning these
Commission investigations is presented in table 1.

5 A list of witnesses appearing at the Commission’s hearing is presented in app. C.

¢ In addition, on June 13, 1984, countervailing duty petitions were filed with Commerce on OCTG from
Argentina and Mexico. Because these countries were not signatories to the GATT, the Commission was not
required to make injury determinations concerning imports from these countries. On June 30, 1995, counsel
for North Star filed a request to the Commission for a review under section 753 of the Act of the
countervailing duty order on OCTG from Argentina.
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Table 1

OCTG: Previous and related investigations

Investigation Report
Item/source No. Date No. Result
Carbon and certain
alloy steel
o rgducts‘ ........ TA-201-51 1984 USITC 1553 Negative
Argentina , ... ... 731-TA-191 (P) 1984 USITC 1555 Affirmative
731-TA-191 (F) 1985 USITC 1694 Negative
731-TA-275 (P) 1985 USITC 1747 Affirmative
731-TA-275 (F) 1986 @ Terminated
Austria . . .. ..... 701-TA-240 (P) 1985 USITC 1679 Affirmative
701-TA-240 (F) 1985 @ Petition withdrawn
731-TA-249 (P) 1985 USITC 1679  Affirmative
731-TA-249 (F) 1985 @ Petition withdrawn
Brazil .. ........ 701-TA-215 (P) 1984 USITC 1555  Affirmative
701-TA-215 (F) 1985 USITC 1633 Affirmative
731-TA-192 (P) 1984 USITC 1555 Affirmative
731-TA-192 (F) 1985 @ Petition withdrawn
Canada . ........ 701-TA-255 (P) 1985 USITC 1747 Affirmative
701-TA-255 (F) 1986 USITC 1865 Affirmative
731-TA-276 (P) 1985 USITC 1747 Affirmative
731-TA-276 (F) 1986 USITC 1865 Affirmative
Istael . ......... 701-TA-271 (P) 1986 USITC 1840  Affirmative
701-TA-271 (F) 1987 USITC 1952 Affirmative
731-TA-318 (P) 1986 USITC 1840  Affirmative
731-TA-318 (F) 1987 USITC 1952 Affirmative
Korea ......... T01-TA-216 (P) 1984 USITC 1555 Affirmative
701-TA-216 (F) 1985 USITC 1633 Negative
731-TA-193 (P) 1984 USITC 1555  Affirmative
731-TA-193 (F) 1984 @ Petition withdrawn
Mexico . .. ... ... 731-TA-194 (P) 1984 USITC 1555 Affirmative
731-TA-194 (F) 1984 @ Petition withdrawn
Romania ........ 731-TA-250 (P) 1985 USITC 1679 Affirmative
731-TA-250 (F) 1985 @ Petition withdrawn
Spain .. ........ 701-TA-217 (P) 1984 USITC 1555  Affirmative
701-TA-217 (F) 1985 USITC 1633 Affirmative
731-TA-195 (P) 1984 USITC 1555 Affirmative
731-TA-195 (F) 1985 USITC 1694  Affirmative
Taiwan . ........ 701-TA-256 (P) 1985 USITC 1747 Affirmative
701-TA-256 (F) 1985 @ Terminated
731-TA-277 (P) 1985 USITC 1747  Affirmative
731-TA-277 (F) 1986 USITC 1865  Affirmative
Venezuela . ... ... 701-TA-241 (P) 1085 USITC 1679 Affirmative
701-TA-241 (F) 1985 @ Petition withdrawn
731-TA-251 (P) 1985 USITC 1679  Affirmative
731-TA-251 (F) 1985 @ Petition withdrawn

"The subject products included OCTG, as well as other pipes and tubes that are not the subject of the
present investigations.
% No report was issued.

Source: USITC publications.
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THE PRODUCT

This section presents information on both imported and domestically produced OCTG as
well as information related to the Commission’s "domestic like product” determination.” For the
purposes of its preliminary determinations, the Commission found OCTG to be a single like product
"consisting of casing, tubing and drill pipe, whether welded or seamless, and whether finished or
unfinished" but noted that it intended "to explore more fully in any final investigations whether drill

pipe should be a separate like product."® The Commission further found carbon and alloy OCTG to
be a single like product.’

Physical Characteristics and Uses

The imported products subject to these investigations are OCTG, hollow steel products of
circular cross-section. These products include il well casing, tubing, and drill pipe, of iron {(other
than cast iron) or steel (both carbon and alloy), whether or not conforming to API or non-API
specifications, whether finished or unfinished (including green tubes and limited service OCTG
products). These investigations do not cover casing, tubing, or drill pipe containing 10.5 percent or
more of chromium.

Casing and tubing are both usually produced in accordance with API specification 5 C/T in
0.D.s ranging from 4.5 to 20 inches for casing and 1.05 to 4.5 inches for tubing. Drill pipe (other
than the heavy-weight drill pipe described below) is usually produced in accordance with API
specification 5 D in O.D.s ranging from 2.375 to 6.625 inches. API 5 C/T specifications overlap
with 10 of 16 APIS D categones (based on O.D. and wall thickness) but generally dlffer in length
and weight per foot (dnll pipe tends to be shorter and heavier than casing or tubing).”®

Casing s used in the drill hole to provide a firm foundation for the drill string” by
supporting the wails of the hole to prevent caving in both during drilling and after the well is
completed. After the casing is set, concrete is pumped between the outside of the casing and the
wall of the hole to provide a secure anchor. Casing also serves as a surface pipe designed to prevent
contamination of the recoverable oil and gas by surface water, gas, sand, or limestone. The casing
must be sufficiently strong to carry its own weight and to resist both external pressure and pressure
within the well. Because the amount of open hole that can be drilled at any one time is limited, a
string of concentric iayers of casing rather than a single casing is used for larger wells. Several

’ The Commission’s decision regarding the appropriate domestic product or products like the subject
imported product in an investigation is based on a number of factors including: (1) physical characteristics and
uses; (2) the use of common manufacturing facilities and production employees; (3) interchangeability of the
products; (4) customer and producer perceptions of the products; {5) channels of distribution; and (6) price.

* Views of the Commission, pp. 9 and 11. Accordingly, throughout the report and in summary table A-1
datz on "OCTG" include drill pipe. Separate data on drill pipe are presented in table A-2 and data on OCTG
excluding drill pipe are presented in table A-3.

® Views of the Commission, p. 15, fn. 42.

" API, Specification for Casing and Tubing (4th. ed.), Nov. 1992, pp. 12-15 and 73; AP, Specification for
Drill Pipe (3rd. ed.), Aug. 1992, pp. 6 and 18. Casing is most frequently sold in iengths of 34-48 feet, tubing
in lengths of 28-32 feet, and drill pipe in lengths of 27-30 feet (26.5 feet for heavy-weight drill pipe).

Interview and plant tour with ***

Y The drill string is composed of drill pipe, drill collars, and the drill bit. Drill collars are thick, machined
pipes which are designed to concentrate weight on the drill bit; the drill bit is the cutting or pulverizing head
which bores through underground formations.
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sizes of casing are set inside the well after it has been drilied, with the larger sizes set at the top of
the well and the smaller sizes set toward the bottom."”

Tubing is used within the casing to conduct the oil or gas from the subsurface strata to the
surface either through natural flow or through pumping. Tubing must be strong enough to support
its own weight, that of the oil or gas, and that of any pumping equipment suspended on the string.

Drill pipe is used to transmit power from ground level to below the surface in order to rotate
the drill bit, and to conduct drilling fluid (mud) down to the drill bit to flush drill cuttings to the
surface for removal. Drill pipe must have sufficient tensile strength to support its own weight, the
weight of the contained drilling fluids, and that of drill collars and the drill bit. Heavy-weight drill
pipe has greater wall thickness than standard-weight (about three times the thickness for a given
0.D.) and is used in critical applications {such as directional drilling) as a transitional drill string
member between standard-weight drill pipe and drill collars to provide both weight and flexibility.”

Common Manufacturing Facilities and Production Employees

All OCTG are either of welded or seamless construction. API specifications for most grades
of casing and tubing specify that either welded or seamless is acceptable for its end-use application.
Exceptions include drill pipe and extremely thick casing, which the API specifies must be seamless.

Seamless OCTG are produced by forming a central cavity in a solid steel round of the
desired grade, diameter, and weight, either by piercing a heated steel round or drilling an unheated
round. The hollow round, or billet, is then shaped and elongated, either by a succession of plug
mills (or I:nandrel mills) and sizing mills, or by hot-extruding the billet through a die and over a
mandrel. »

Welded OCTG are formed by passing flat-rolled products through a series of roliers that
shape the products into cylinders, then heating the lengthwise edges to a very high temperature with
an electric resistance welder and forcing them together under pressure exerted by rolls.”® After
welding, the tubes are heat-treated, either by "full-body normalizing™ or "seam annealing.” In the
full-body normalizing process, an entire tube is heated to a very high temperature to make the
molecular structure of the weld identical to that of the rest of the tube, whereas in the seam
annealing process, several inches of a pipe along each side of the weld are heated to a high
temperature. Regardless of the welding process, the wall thicknesses of all welded OCTG are
uniform, whereas the wall thicknesses of seamless OCTG are less uniform.

After the welded or seamless tubular product is formed, it is generally straightened,
inspected, and tested. The product then may either be sold as is or it may undergo additional
operations before sale, including heat treating, further testing, and coating."

2 In general, the deeper the well, the larger the casing must be. Telephone interview with ***, Aug. 2,
1994. Several U.S. producers stated that there is a continuum of different sizes of casing with no clear
dividing line between the large and small sizes and that different sizes of casing are used in the same well.
Because of this, they view different sizes of casing as the same product. The U.S. producers produce a wide
range of casing sizes, from 4.5 inches to 20 inches in diameter. USS/KOBE, Lone Star, Newport, and LTV
produce the larger, as well as the smaller sizes of OCTG. Telephone interviews with ***, Aug. 3, 1994, and
= Aug. 4, 1994, '

" Telephone interviews with ***, Feb. 24, 1995,

" American Iron & Steel Institute, Stee! Products Manual: Steel Specialty Tubular Products, Oct. 1980,
p- 16. Imterview and plant tour with ***, Jan. 25, 1995,

' For some large-diameter (over 24 inches) OCTG used in offshore drilling, the iengthwise edges of the
cylinders are connected using molten metal from a welding rod in a process known as submerged arc welding.

' In general, the higher the alloy content and the more specialized or proprietary the product, the greater
the number of additional processes that will be required.
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After finishing operations on the tube are complete, the ends are finished. Two general end
finishes for casing are "threaded and coupied" and "plain end.” End finishes for tubing inciude
threaded and coupled, non-upset or upset,” or plain end. These end finishes for tubing and casing
are provided both by the U.S. mills and by separate U.S. finishers. For drill pipe, the tubuiar
product is typically formed to customer specifications by the U.S. miil; however, the ends are
generally upset and the tool joints (heavy welded joints which allow drill pipe to be stacked) applied
by drill pipe finishers. These drill pipe finishers are either contracted by the U.S. producers to
perform these processes or, more often, they provide these services for the end users.” The drill
bits are then attached to the tool joint by the end user at the well site.”

As noted previously, drill pipe must be a seamless tubular product. Accordingly, only 5 of
16 reporting mills that produce OCTG in the United States produce drill pipe. Four of those five
mills indicated that they produced drill pipe on the same equipment and machinery used in the
production of other OCTG (i.e., casing and/or tubing). These same four mills also indicated that the
same production and related workers produced both drill pipe and other forms of OCTG.”

Interchangeability

In certain instances, unfinished casing and tubing can be used interchangeably with unfinished
drill pipe. U.S. Steel produces unfinished tubes which may be used for either tubing or drill pipe,”
as does ***, U.S. shipments of such tubing by these companies ranged from *** to *** short tons
between 1992 and 1994 and were eguivalent to between *** and *** percent of U.S. shipments of
unfinished drill pipe reported by U.S. mills. Interchangeability can be limited, however, by
differences in wall thickness and length.” Further, the likelihood of interchangeability between
casing and tubing and drill pipe diminishes as the products are finished.®

7 Upset ending is a forging process under which the end of the tubing is flared and thickened, and thereby
strengthened, to compensate for the tensile strength that is lost during threading.

% No U.S. mill applies tool joints to drill pipe in-house.

¥ Interviews and plant tours with ***,

* Producers’ questionnaire at 9 and 24. The one company which does not produce drill pipe on the same
equipment and with the same workers as other forms of OCTG is ***. This company accounted for ***
percent of drill pipe production by U.S. mills in 1994. ***,

¥ Conference transcript, p. 18.

# Interviews and plant tours with ***, Jan. 24, 1995, and ***, Jan. 25, 1995. Japanese respondents also
argue that drill pipe is not interchangeable with casing and tubing because of chemistry and torgue
requirements. Posthearing brief on behalf of NKK and MC Tubular, pp. 3-6.

® Donald Dabkowski, Manzager of Metallurgy and Quality Assurance in U.S. Steel’s Tubular Products
Division, testified at the Commission’s hearing that, with the addition of the tool joint, “then it (the tube body)
does become drill pipe, which is then not interchangeable with anything else but drill pipe.” Hearing transcript
{public session), p. 59. Mr. Dabkowski also noted that torsiona! requirements for drill pipe are a feature of the
finished product {"Those torsional requirements come as part of specification 7, which deals with the
connection on the end.”). Ibid. According to ***, drill pipe can only be used as drill pipe because the wall
thickness relative to the diameter of the pipe is too large for it to be used practically for casing or tubing. He
added, however, that in shallow wells tubing can be substituted for drill pipe. Telephone interview, Aug. 2,
1994. Such substitution would be infrequent, however, according to Vice President and Chief Engineer Alan
Orr of international drilling contractor Helmerich and Payne, who testified that "if there is any meaningful
resistance at the bottom of the hole, tubing cannot be used (as drill pipe).” Hearing transcript (public session),
p. 169.
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Customer and Producer Perceptions

Customer perceptions regarding the interchangeability of casing and tubing and drill pipe
were mixed but generally indicated limited interchangeability. Of the 27 distributors who addressed
the question, only 6 indicated that drill pipe specificaily could be interchangeable with casing or
tubing, and only 2 discussed specific instances of such occurrences.” Another 4 companies indicated
interchangeability between casing and tubing but not drill pipe, while 14 indicated no
interchangeability between casing or tubing or drill pipe, and 3 indicated that the matter was one for
the end user to decide. As noted earlier, producer perceptions on this issue were also mixed.

Opinions also differ within the OCTG industry as to whether substitutes for OCTG exist.
When asked whether other products could be substituted, 7 of 11 producers that responded to the
question, 4 of 24 importers, and 13 of 41 purchasers stated that some substitution is possible. Line
pipe or refurbished OCTG for use in limited service applications were the most commonly cited
substitutes. Other substitutes mentioned inciuded fiberglass tubing, coiled tubing, structural rounds,
and aluminum drill pipe in place of steel drill pipe. Most of the questionnaire respondents stated that
changes in the prices of these substitute products have not affected the demand for OCTG. ***
argued that low prices of these substitutes have resulted in reduced sales of casing and tubing.

Channels of Distribution

Most OCTG are sold by U.S. mills and by U.S. importers to distributors which, in turn, sell
to other distributors or to end users. This is true of OCTG generally and drill pipe specifically, with
one important caveat — the distributors which purchase and resell casing and tubing do not, as a
general rule, sell drill pipe. Some, though not all, companies which purchase drill pipe also
. purchase casing or tubing.® The following tabulation presents a summary of the channels of
distribution reported by U.S. mills and by U.S. importers for OCTG generally (and drill pipe
specifically) in 1994 (in percent):

OE%% Drill pipe onl
Country istributors  End users Dlstn%umﬁ’ End users

United States . . 99 1 *Ex *x%
Argentina . ... ¥k * %k wkk e
Austria . ... .. **x wxx — —
Ttaly ....... b b -— —
Japan . . .. ... 57 43 *E* *Ek
Korea ...... 100 0 -— _—
Mexico . .. ... 99 1 *kk *kk
Spain . .. .... *** xxx -— —
e ....... 80 20 —_ —

' Includes processors.

* Purchasers’ questionnaire at 27. ***. In a series of followup interviews, 23 purchasers were re-
contacted. Four firms indicated that unfinished casing or tubing could be interchangeable with unfinished drill
pipe, while 19 indicated that it could not. All 23 firms indicated that finished casing and tubing could not be
interchangeable with finished drill pipe, although seven indicated that used drill pipe could be converted for
casing applications if the ends were cut off.

® The primary market for unfinished drill pipe in the United States is *** drill pipe processors in Texas.
##*  Twenty-eight of 41 responding distributors (including the drill pipe processors themselves) sell both
casing and tubing but do not sell drill pipe; 5 sell casing or tubing but not drill pipe; 5 sell casing and/or tubing
and drill pipe; and 3 sell only drill pipe.
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The Commission received letters from 24 companies which identified themselves as OCTG
stocking distributors which were unable to purchase their full OCTG requirements from domestic
mills. Based on the responses of the 13 firms which provided usable data to the Commission, the
share of 1994 OCTG purchases fiiled by U.S. mills ranged from between 4 and 85 percent and
averaged 62 percent. The major U.S. mills also provided information regarding their distribution
policies, summarized in the following tabulation:

Stock/purchase
Company Distributors Exclusive level Other criteria
e i3 *xk xkk X%
EE e 37 k¥ *kk e
E & 1 ]
XKk
B e e e 8 X% *¥% ——
E L 2]
dekk
e 13 Xk *k* ——
*Ex
E L
R e e e 11 %% L L 2] PTT ]
EL $
ik
e 42 *kx kXK ——
kX%
ik
B e 1 xxx e o~

*EE
L2 3]

Price

During the period for which data were collected, prices for unfinished casing and tubing
generally ranged between $450 and $1,000 per short ton and prices for unfinished drill pipe ranged
from $500 and $850C per ton for standard-weight and $950 and $1,150 for heavy-weight product.
Prices for finished casing generally ranged from $500 to $900 per short ton and prices for finished
tubing ranged between $650 and $1,100 per short ton. The prices for finished drill pipe (both
standard-weight and heavy-weight), however, generally exceeded $2,000 per short ton. Specific data
on pricing are discussed in greater detail in the section of this report entitied "Prices.”

Intermediate Products

In its preliminary views, the Commission invited parties to address the appropriateness of the
finished/semifinished analysis in examining the finished versus unfinished OCTG like product issue.™
Accordingly, the Commission requested information regarding unfinished and finished OCTG from
all questionnaire recipients. For purposes of information-gathering, the Commission defined finished
OCTG as those OCTG which are ready for use in an oil or natural gas well. For purposes of these
investigations, casing is considered to be finished if it has been heat treated (if needed) and threaded

* Views of the Commission, p. 14, fa. 37.
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and coupled; tubing is finished if it has been upset, heat treated (if needed), and threaded and
coupled; and drill pipe is finished if it has been upset (if needed), heat treated (if needed), and tool
joined. Conversely, unfinished OCTG are OCTG which are not ready for use in an oil or natural
gas well because one or more of the preceding operations has not been performed.

Uses

Threaders and processors” reported to the Commission that the single significant use for
unfinished OCTG was further finishing operations to prepare the product for subsequent drilling and
extraction applications.® Because QCTG are perceived as premium pipes, even unfinished OCTG
are rarely used for applications other than drilling for oil or natural gas.

Mar_kets

Unfinished and finished casing and tubing are frequently sold in the same market, even to the
same customers. According to questionnaire responses from OCTG purchasers, 24 of 38 distributors
purchased both unfinished and finished OCTG.”

Virtually all unfinished drill pipe is purchased by drill pipe processors. Once the drill pipe
has been upset (if needed), heat treated, and tool joined, it is sold to the same types of end users
(drilling contractors and turn-key operators) which purchase mill-finished OCTG.

Transformation Processes

Casing, tubing, and drill pipe undergo somewhat different levels of transformation during the
finishing process, Casing is simply heat treated and then threaded and coupled. Tubing is generally
upset first, then heat treated and threaded and coupled. Most drill pipe is also upset and heat treated
but then tool joints are welded onto drill pipe.

Characteristics and Functions

The physical characteristics of finished OCTG differ from those of unfinished OCTG based
on the changes made to the ends of the unfinished product to make it suitable for drilling and
extraction applications. As noted above, changes in the physical characteristics are least pronounced
in casing and most pronounced in drill pipe.* Unfinished OCTG have no function other than
transformation into finished OCTG.

7 “Threaders" are companies that thread or thread and couple casing and tubing. "Processors” are -
generally companies which heat treat OCTG (including drill pipe), although as used in this report, the term
"processor” also includes finishers of heavy-weight drill pipe, which is not heat-treated but does require
extensive machining. Some processors thread, couple, and heat treat OCTG as well.

# With a single exception, responding finishers reported no purchases of unfinished OCTG for purposes
other than processing/finishing such OCTG. One of 12 responding threaders noted that "we purchase non-
API, reject, and secondary OCTG, which we sell into the structural markets.” Processor/finishers’
questionnaires at 8. Additionally, 1 of 14 responding processors noted that it purchased OCTG for the
manufacture of pup joints (pipe which is shorter than standard length). Jbid.

® Purchasers’ questionnaires at 7.

% Some casing, tubing, and drill pipe are heat treated, a process which does not aiter the appearance of the
product but does establish the grade of the product. Additionally, heavy-weight drill pipe is literally machined
down (either wniformly or in a spiral pattern), leaving a raised center and ends.
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Valuve Added

The value added to OCTG by finishing operations varies widely, depending on the type of
product being finished, the weight per piece of the unfinished product, and the level and type of
finishing required by the customer. The different finishing procedures for casing, tubing, and drill
pipe have a direct bearing on the value of the finished product. Additionally, even products that
undergo the same finishing procedures may have noticeably different levels of value added on a per-
ton basis (the lower the weight per piece of unfinished OCTG product, the higher the value added
will be on a per-ton basis). Also, not all customers require fully-finished product. Finally, certain
finishers apply high-performance or patented finishes that command a premium in the market.

The Commission requested OCTG finishers to provide data on both their toll and non-toll
operations. Based on these data, the value added by the reporting non-toll processors in 1994 ranges
from *** to *** percent, and averages 32.2 percent. Including SG&A in the conversion costs
increases the average value added to 36.3 percent.” The value added by the reporting non-toll
threaders in 1994 ranges from *** to *** percent, and averages 21.8 percent. The value added is a
ratio of the conversion costs (labor and factory overhead) over total cost of goods sold. Therefore,
threaders that purchase unfinished OCTG and additional raw materials, such as couplings, may have
a relatively low value added. Including SG&A in the conversion costs increases the average value
added by threaders to 29.2 percent.™

THE DOMESTIC MARKET
Apparent U.S Consumption
Data concerning apparent U.S. consumption of OCTG were compiled from responses to
Commission questionnaires and from the official import statistics of Commerce.® To avoid double-

counting, consumption data do not include U.S. sales of refurbished OCTG.* * The data are
presented in table 2.

* Tolling operations by processors are not included in this calculation, since toll processors do not purchase
the unfinished OCTG. In 1994, the finishing fees charged by toll processors ranged from $*** per ton for
U.S. mills and $*** per ton for U.S. importers to $*** for U.S. distributors or end users.

* Toiling operations by threaders are not included in this calculation, since toll threaders do not purchase
the unfinished OCTG. In 1994, the finishing fees charged by toll threaders ranged from $*** per ton for U.S.
mills and $*** per ton for U.S. importers to $*** for U.S. distributors or end users.

¥ The U.S. industry data presented in this report are compiled from 16 reporting mills which account for
virtually all U.S. OCTG production, including all U.S. drill pipe production. Data for U.S imports of OCTG
from Argentina, Austria, Italy, Japan, Korea {excluding Hyundai Pipe), and Spain are based on the
questionnaire responses of companies which account for virtually all imports of subject OCTG from these
countries. Data for U.S. imports of OCTG from Mexico are compiled from Commerce’s official statistics, as
are data for U.S. imports from other (nansubject) couatries. In addition, questionnaire data from Hyundai Pipe
are included with data for other {nonsubject) countries. Consumption is calculated based on U.S. imports,
rather than U.S. shipments of imports, in order to exclude the value of finishing operations performed in the
United States on imported product.

* Sixteen of 43 distributors reported purchasing commercial quantities of refurbished OCTG. Data from the
14 companies able to provide data or estimates on their purchases of refurbished OCTG indicate that such
purchases increased from 48,508 short tons in 1992 to 52,054 short tons in 1993 and 52,245 in 1994.
Reported purchases fell from 14,673 short tons in Jan.-Mar. 1994 to 10,992 short tons in Jan.-Mar. 1995,

* However, consumption does include imports of used OCTG from Mexico in 1994, *+*
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Table 2

OCTG: U.S. shipments of domestic product, U.S. imports, by sources, and apparent U.S. consumption,

1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

$an.-Mar —
item 1992 _1993 1994 1994 1995
Quantity (short tons)
Producers’ U.S. shipments . . .. .. .. 1,052,661 1,492,631 1,394,128 314,424 365,702
U.S. imports from—
Argentina . ................ i iy *xk %% k%
Austria . .. ... ... ... *xx hd S o ks
taly ...........